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Public Accountancy 


We have been asked to make the following 
announcement, which has already appeared in the 
public press :— 

“The Councils of the Institute of Chartered 
Accountants in England and Wales, the three 
Scottish Societies of Chartered Accountants, the 
Society of Incorporated Accountants and Auditors, 
and the Association of Certified and Corporate 
Accountants have appointed special committees, 
who have met together to ‘consider whether it 
would be advisable, in the interests of the public 
and the profession, to take steps towards co- 
ordinating the practice of Public Accountancy in 
Great Britain. 

“ Progress has been made, but the stage has not 
yet been reached when a definite pronouncement 
can be made regarding the proposals which have 
been under discussion.” 

It is not possible to make any detailed comment at 
present, but we understand the President of the 
Society will refer to the matter at the annual meeting 
on May 20 next. 

Economics in April 

During the month of April a number of pronounce- 
ments of first-rate importance in relation to future 
financial and economic policy were made. The 
Budget, although it probably attracted less public 
attention than in peace time, has become much more 
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than an account of the financial position of the nation 
during the immediately preceding twelve months and 
the forecast of the financial situation in the coming 
year. If immediate present financial necessities are 
the first concern of the Chancellor of the Exchequer, 
the fiscal policy embodied in the Budget is likely 
to project itself into the transitional period after the 
war. Indeed, the methods created to meet the 
financial situation of the war have shown themselves 
to be effective instruments of control in relation to 
personal consumption, expenditure and saving, and 
the limitation of profits of commercial and industrial 


undertakings. 


The reports by Lord Keynes (Great Britain) and by 
Mr. Harry White (U.S.A.) on international currency 
are two great State documents. They deal with a sub- 
ject which was the bugbear of statesmen, bankers, 
and economists in the years between the wars. The 
technical character of the reports no doubt restricts 
their appeal to a limited section of the public, but they 
have placed on record major considerations and prac- 
tical suggestions for determining future international 
financial policy. In another dimension, The Times has 
published i in pamphlet form a reprint of authoritative 
articles on ‘‘ Full Employment,” which has already 
had a large circulation. We should also like to mention 
a small booklet recently published by the Oxford Uni- 
versity Press (price 6d.) on ‘‘ The Transition from War 
to Peace,”’ written in a clear and popular style by Mr. 
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A. C. Pigou, Professor of Political Economy at Cam- 
bridge. A rag my of the thirty pages of this informa- 
tive pamphlet is to be commended. Altogether the 
body of the information to which we have referred is 
restrained but hopeful, but there remains at the 
proper time the difficult task of translating into con- 
crete policies, both national and international, the 
recommendations which these authorities have made, 
no less than of paying heed to their warnings. 


The Scottish General Examining Board 

We offer our congratulations to the Scottish 
Chartered Accountants’ General Examining Board, 
which has now functioned for fifty years. The agree- 
ment between the-three Scottish Chartered Societies, 
by which the Board was constituted, was signed in 
1893, and the first joint examinations were held in 
June of that year. On that occasion there were 27 
candidates for the Preliminary Examination, none 


’ for the Intermediate, and only one for the Final. But 


the practice of holding examinations in June and 
December of every year has been maintained without 
interruption, except that in 1916 and 1917 only the 
June examinations were held. The highest number of 
candidates examined was 800 in December, 1926, 
when 368 sat for the Intermediate and 432 for the 
Final. The Board’s Preliminary Examination was 
discontinued in 1910. The first Secretary of the Board, 
Mr. Richard Brown, held office till his election as 
President of the Edinburgh Society in 1916. He was 
then succeeded by the present Secretary, Mr. D. 
Norman Sloan. The three Presidents are ex officio 
members of the Board, and in addition, there are five 
representatives of the Edinburgh Society, five of the 
Glasgow Institute, and two of the Aberdeen Society. 
No charge has béen made in the constitution of the 
Board throughout the fifty years, but the syllabus 
has undergone a steady process of evolution, and on 
several occasions has been completely revised. The 
Board requires a high standard of professional know- 
ledge from all who aspire to be Scottish Chartered 
Accountants. 
British Agriculture and Finance 

In war-time public gratitude to those engaged in 
agriculture is happily matched by agricultural pros- 
perity—a welcome change after the long periods of 
depression or uncertainty in pre-war years. Public 
opinion no less than the national interest now call for 
a positive but balanced policy towards farming, which 
hitherto has presented intractable problems to succes- 
sive governments. But sentiment and hard facts are 
difficult to separate—and to reconcile—in the British 
agricultural problem. Nevertheless, in his last broad- 
cast, Mr. Churchill attempted to integrate them, when 
he coupled the necessity for cheap imported foodstuffs 
with a promise of continuous state assistance to dom- 
estic agriculture. Recent correspondence in the Press 
has revived discussion on the vexed question of agri- 
cultural credit. The varying fortunes of the large 
landowner have deprived agriculture of the chief 
source of capital for effecting permanent improve- 


_ ments. But the creation in 1928 of the Agricultural 


Mortgage Corporation, whose capital was furnished 
by the Banks, has facilitated substantial financing for 
capital purposes. The institution has done notable 
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work in granting liberal long-term credit to enable 
farmers to buy their own land or to effect necessary 
long-term improvements, designed to raise farming 
efficiency. The most crying need now is the provision 
of working capital since many farms are notoriously 
under-capitalised. The banks are, rightly or wrongly, 
accused of reluctance to lend, and the farmer is often 
forced to rely on the credit afforded by the merchant 
and auctioneer, a helpful but somewhat restrictive 
and expensive expedient. No satisfactory issue out of 
this impasse has yet been found. It may be that if 
farmers’ co-operative credit societies were established, 
as they have been in other countries, credit facilities 
would become available through the joint efforts of 


the farmers themselves. Perhaps the County Agri- — 


cultural Committees would consider this possibility. 
Nevertheless, farming is and is like!’ to remain 
essentially individualist in character.. Between them, 
the banks, as the source of credit, and the farmers, 
as customers for credit, should be able to evolve a 
solution, either by direct credit or through some inter- 
mediate financial institution. 

The type of farming which should be encouraged in 
this country raises more fundamental issues. No 
satisfactory case has yet been made that the growing 
in peace-time of high-cost cereal crops is economically 
justifiable. There are strong reasons in peace-time for 
importing the bulk of.our energy foods (wheat and 
sugar), while our farniers concentrate on those food- 
stuffs in which they enjoy the greatest natural advant- 
ages, viz. the protective foods such as milk, eggs, and 
fruit, which nutrition experts tell us we should all 
consume in much greater quantities. Given the in- 
creased demand for these things, which should result 
from the avoidance of unemployment and the grant of 
family allowances, agriculture might even be made 
self-supporting on this basis. 


Review of Government Contracts 


In reply to an enquiry made by the Association of 
British Chambers of Commerce at the instance of its 
President, Mr. Henry Morgan, F.S.A.A., a statement 
by the Ministry of Production points out that the 
extent of the changes made or at present envisaged 
in the production programme for 1943 should not be 
exaggerated. There will be a change of work, not 
necessarily of location, for a small percentage of those 
now employed in the munitions industries, and it is 
atiticipated that there will be an increase in the total 
labour employed. It is essential to make the best use 
of mobile and non-mobile labour, and it is therefore 
not always practicable to continue the same volume 
of work as hitherto in certain establishments in certain 
localities. It is the policy of Departments to give as 
full an explanation as possible to both managements 
and workpeople who are affected. The Regional 
Organisations, which are in close touch with local 
conditions, assist in securing such advantages as are 
practicable from the changes in load on particular 
firms. It is generally not possible to give advance 
information to firms affected by the Government's 
decision to make a cut. The possibility of allocating 
new contracts to a firm which loses contracts through 
changes in programme is always carefully examined. 
The principle that firms should be reimbursed for 
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expenses reasqnably or necessarily incurred on con- 
tracts cancelled at the instance of the Government is 


accepted. 
Retail Trade Trends 


Some really. impressive increases in profits have 
been recorded in the 1942-43 accounts of the London 
stores companies—Harrods and Barkers are cases 
in point. Such an outcome to the year’s trading is 
directly contrary to the expectations which the now 
defunct Retail Trade Committee expressed in a 
pessimistic report a year ago. It would, however, 
be unwise to treat it as symptomatic of the general 
experience throughout the country or even as an 
index to the likely course of trading during the 
current year. The stores in inner London—this is 
not true to the same extent of those in the suburbs 
and the provinces—benefited in 1942 from the cessa- 
tion of large-scale air attacks through the return 
of customers to the capital and freedom from inter- 
ruptions to trade. Money sales rose by 14.9 per cent. 


in Central London, whereas there were only very. 


small movements in other areas. This, it must be 
emphasised, was recovery from depression, not gain 
in an absolute sense. It follows that the allel 
improvement in the trading profits of the individual 
stores companies has not been siphoned off by E.P.T. 
What has advantaged the inner London stores particu- 
larly is that a disproportionately large share of avail- 
able clothes coupons has been surrendered against 
women’s wear, in which, of course, most of these 
stores specialise. The stock position at the beginning 
of 1943 was relatively good, but increases in inventory 
figures are generally a reflection of higher purchase 
tax. While stocks of women’s wear have been well 
maintained in volume—the authorities’ generosity 
in the matter is somewhat perplexing—they include 
a big percentage of utility goods, controlled 
profit margins smaller than those to which the West 
End stores are accustomed. And, of course, there 
can scarcely be any doubt that the clothing ration 
is doomed to become more attenuated as time goes on. 


- War Damage Payments 
More than £100,000,000 has now been spent by the 


War Damage. Commission on claims concerning 


1,200,000 properties, and the total number of prop- 
erties damaged or destroyed is in the neighbourhood 
of 3,000,000. With a recital of these facts at a press 
conference on April 5, Sir Malcolm Trustram Eve, K.C., 
chairman of the War Damage Commission, afforded 
interesting information in relation to the estimated 
aggregate amount of war damage. The facts 
given are, of course, insufficient to form the basis 
for any global estimate of war damage, but they do 
suggest that the figure of £170 million put forward 
last year may have been too low, even at the time. 
Although advances on value payments are made in 
certain special circumstances, it is safe to assume that 
by far the greater part of the £100 million mentioned 
represents cost of works payments for properties 
which are not rated as total losses. Moreover, owing 
to the building licence limitation, the great majority 
of the amounts now payable only concern claims of up 
to £100. Consequently the sum expended up till now 
is probably far from accounting for all the cost of 
works payments ultimately required, let alone the 
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value payments. The new Act, incidentally, will make 
it easier to determine whether or not a property is a 
total loss, and thus whether it qualifies for a value 
or for a cost of works payment. Under the parent 
Act the decision depended on whether the cost of 
reinstatement would be more than the value of the 
property (less the site) after reinstatement. This 

an impossible question about the post-war level 
of costs and values. Now the matter will be deter- 
mined according to whether the cost of reinstatement 
ai 1939 prices would be greater than the value of the 
property after reinstatement at 1939 valuations. This 
change will help the War Damage Commission in 
speeding up classification, and in some cases it looks 
like benefiting property owners. The provisions of 
the new Act be consolidated with those of the 
War D. e Acts of 1941 and 1942 in the War 
Damage recently introduced in the House of 
Lords. 


A Receiver and Costs of Arbitration 

A point of ‘interest to accountants was raised by 
the appeal of Mr. John Harold Senior, Chartered 
Accountant, from a judgment of Mr. Justice 
Cassels relating to the costs of arbitration. The 
debenture-holders of a company called City ———- 
Trust, Ltd., had appointed Mr. Senior receiver an 
manager under a court order, and in that capacity 
he signed the submission to arbitration of a building 
contract dispute between the company and Gee, 
Walker & Slater, Ltd., building contractors. The 
arbitrator made an award in favour of the building 
contractors and directed that the debenture-holders 
should pay the costs. The building contractors sued 
Mr. Senior for this sum and got judgment, and Mr. 
Senior now appealed. Giving judgment, the Master 
of the Rolls said the arbitrator treated the dispute 
as being between Gee, Walker & Slater and Mr. 
Senior, which was incorrect, and awarded costs 
against the debenture-holders and not, as he 
should have done, against the City Housing Trust, 
in which case Mr. Senior, as receiver, would have 
obtained liberty from a judge to pay the costs. But 
the order as to costs was made against the 
debenture-holders, and how that could be converted 
into an order against the receiver he could not 
understand. The Master of the Rolls held that 
the arbitrator’s order for costs could not be en- 
forced against Mr. Senior, and no relief could be 
granted to Gee, Walker & Slater on the ground 
of warrant of authority. The appeal succeeded with 
costs. 


The Society of Incorporated Accountants 

The fifty-eighth annual general meeting of the So- 
ciety will be held at Incorporated Accountants’ Hall, 
London, on Thursday, May 20, 1943, at 2.30 p.m. 
Under present conditions there have necessarily been 
but few opportunities for members to meet one another, 
and it is hoped that there will be a large attendance 
of members on May 20, to support the President, 
Mr. Richard A. Witty, who will take the chair. 
Immediately at the conclusion of: the Society’s 
annual general meeting there will be the annual 
—" of the Incorporated Accountants’ Benevolent 

und 
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CLEARING UNION 


Nobody can doubt that the currency chaos of the 
inter-war years seriously aggravated the general 
difficulties of the period. Speculative movements of 
short-term capital may have been more a symptom 
than a cause of an unhealthy international situation. 
But attempts to maintain the exchange value of 
various currencies at an over-valued level were 
quite certainly an originating cause of much political 
and economic trouble. In this country, and for a 
still longer period in the Continental “‘ gold bloc” 
countries, this over-valuation took the form of the 
maintenance of exchange freedom, coupled with 
deflationary measures which helped to produce 
unemployment. In Germany and other countries, 
on the other hand, the exchange value of the currency 
was bolstered up by import restrictions. 

Some orderly system of international exchange 
is an essential pre-requisite of world recovery after 
the war. During the past month the Allied Govern- 
ments have been asked to give their consideration 
to a British plan, known to owe a great deal to the 
work of Lord Keynes, and to an American plan worked 
out by Mr. Harry White. Each is put forward by 
its respective Government merely as a basis for 
discussion. Fortunately, there is sufficient fundamental 
similarity to suggest some amalgam of the alternative 
sets of proposals. 

Both plans have been elaborated in some detail 
and have been fully reported in the Press. Each 
aims at fixing reasonably stable exchange rates 
between currencies, consistent with equilibrium in 
current balances of payments after measures of 
post-war relief and international lending for develop- 
ment have been dealt with under separate arrange- 
ments. To maintain a fixed exchange rate when 
it has temporarily an adverse balance of payments, 
a country must be in a position to sell foreign 
exchange. This might be secured, for example, 
by an international loan or purchaséd by the ship- 
ment of gold. One of the main objects of each plan 
would be to provide each country with exchange 
resources, lest its currency should prove temporarily 
to have been over-valued. In the British plan, 
these exchange reserves would be provided by a 
mutual grant. of overdraft facilities with an inter- 
national clearing union. The union would keep its 
accounts in an international unit, to be called the 
“bancor,” fixed (though not immutably) in terms 
of gold. If this country had an adverse balance 
with France, for example, our monetary authorities 


- can be claimed that in this respect 
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would be able to buy francs by drawing on its 
“bancor ”’ overdraft, the “ bancor” being credited 
to France. Under the American plan, the same 
result would be achieved by the establishment of 
an international stabilisation fund, whose assets 
would consist as to three-quarters of balances in 
the currencies (or Government bonds) of member 
countries and as to the remaining quarter of gold. 

The somewhat greater prominence given to gold 
in the American plan is one of the salient points of 
difference. For example, the American unit of 
account, the “ unitas,”” would be convertible into 
gold, whereas ‘“ bancor’”’ could be exchanged for 
gold only at the discretion of the international 
authority. Without suspicion of national bias, it 
the British plan 
is superior. If gold is to be the only ultimately 
acceptable medium of international settlement, 
there is a grave danger that each country will play 
the old mercantilist game of under-exporting in 
order to build up a strong gold reserve, a process 
that would lead world trade once in into a 
deflationary spiral. The whole object of the British 
plan is to substitute ‘an expansionist, in place of 
a contractionist, pressure on world trade.” This 
would be achieved if all countries were willing, first, 
to atcept “bancor’’ in payment for their export 
surpluses, and, secondly, to liquidate their inter- 
national claims by using their “ bancor ”’ to purchase 
goods from other countries. In short, the plan is 
an attempt to extend to the international sphere 
the banking principle, in which credits equal debits 
—and nobody seeks to build up an unduly large 
balance by hoarding. 

Obviously, no country could expect to go on 
over-importing on credit indefinitely. Under the 
gold standard, a loss of gold “‘ automatically ”’ set 
in motion a chain of effects calculated to restore 
equilibrium in the balance of payments. Since deflation 
causes unemployment, and is not to be contemplated, 
one method of adjustment would be a relative rise 
in money incomes in the surplus country. Ailter- 
natively, the deficit country might be allowed to 
devalue its currency by international agreement. 
A large part of the British and American proposals 
is concerned with the circumstances and methods 
by which balances of payments may be kept in 

uilibrium. The British scheme would place more 
of the onus of adjustment on the surplus countries 
than would the American plan. Another difference 
is that under the American scheme greater authority 
would be given to the international authority im 
fixing exchange rates and directing internal policies. 
It is true that an international system can function 
only if the participating countries are willing to 
surrender some of their freedom of action. But the 
Keynes plan is, perhaps, the more realistic im 
recognising that the resistance to any such surrender 
of sovereign rights is very strong. One preliminary 
test of international co-o tion, in any case, 
be the willingness of the British American 
Governments to modify their proposals in deference 
to the views of each other and of the remaining 
United Nations. It is essential that all parties 
should display the utmost goodwill. 
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The sixth war Budget may have raised both the 
expenditure and the tax revenue of the Government 
to wholly unprecedented heights, yet it has received 
little but praise in the Parliamentary debates on it 
and in the country as a whole. The increase in 
estimated expenditure can hardly be a focus of 
criticism since the figure is, with some reservations, 
a measure of the country’s war effort. As for the 
increased taxation, the blows all fell where they were 
expected and where the recipient should, therefore, 
have put up his guard. In so far as can be judged 
by Stock Exchange and similar reactions to the latest 
increases in indirect taxation, they appear to have 
fallen rather below what had generally been expected 
in this direction. 

The Chancellor’s task was to find the wherewithal 


to meet prospective expenditure of {£5,756,114,000° 


for the year 1943-44. The new refinement in Budget 
presentation, introduced since the Government statis- 
ticians got to work on their yearly analyses of the 
sources of war finance and estimates of national 
income and expenditure, allows the Chancellor to 
split this total into two components. Firstly, there 
is the amount which is expected to be covered by 
“overseas disinvestment ’’ and which is estimated 
at £600,000,000 for the coming year. The balance 
of £5,166,114,000 is the amount which requires 
domestic finance. 


Overseas Disinvestment 


An explanatory word should be offered about this 
overseas disinvestment. It represents the amount 
by which this country is liquidating foreign invest- 
ments or accumulating foreign debt. Since our gold 
and marketable foreign securities have largely dis- 
appeared, the main constituent in this item for the 
coming year will be the accumulation of sterling 
assets by other countries and, particularly, by coun- 
tries within the sterling area. These assets must 
ultimately be invested in some form of Government 
securities and their total is, therefore, part of the 
margin between Government expenditure and tax 
revenue which the Government has to fill by borrow- 
ing. If we take the figure of £5,156,114,000 which 
is to be domestically financed, we find that the 
Chancellor is covering this as to £2,907,500,000, or 
just over 56 per cent. from taxation and the balance 
of 44 per cent. by borrowing. But to get a true 
picture of the ratio between tax revenue and borrow- 
ing in the Government’s estimates for the coming 
year, one should take the global expenditure figure 
and include the foreign disinvestments with the 
amount to be covered from borrowing. On this basis, 
the estimated tax revenue for the coming year 
represents 50.5 per cent. of the expenditure and 
borrowing 49.5 per cent. Once again, therefore, the 
Chancellor intends to keep an approximately even 
keel between his tax and loan revenue. To have 


achieved this again is, in the circumstances, a feat 
of some merit and provides as near an approach to 
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the standards of “orthodox” finance as can be 
made during the war. No other belligerent country, 
fully in the war, can show a comparable ratio. 

In order to reach his 50-50 objective, the Chancellor 
had to increase tax revenue by some {312,000,000 
—allowing for the fact that he would not in the com- 
ing year have the Canadian contribution which brought 
in {224,719,000 in 1942-43 (Canadian help may be 
even greater this year, but under the new arrange- 
ments neither the expenditure concerned, nor the 
corresponding revenue is included in the Budget 


figures). Of this increase, about £200,000,000 is 
expected to be provided by the natural growth in 
the yield of taxes as they stood before latest 


Budget. Income tax alone is expected in this year 
to bring in £169,000,000 more than it did in 1942-43. 
Similarly E.P.T. and N.D.C. are expected to yield- 
£124,000,000 more in the coming year than last year’s 
total. The Chancellor, in this icular connection, 
explained that last year’s short-fall in E.P.T. was 
largely due to the fact that the revenue lost the 
immediate benefit of.the anticipatory provisions for 
E.P.T. invested in Tax Reserve Certificates, though 
the Exchequer, of course, obtained the immediate 
use of the funds in question. That position should 
wholly rectify itself in the coming year. 

The gap with which the Chancellor was faced in 
order to bring revenue = By the required level was 
£102,500,000. This is to be filled wholly by increases 
in indirect taxation. The changes proposed are 
explained in a separate article. 

The White Paper 

The statistical feast which now accompanies the 
presentation of each Budget is richer than ever this 
year. The White Paper giving the analysis of the 
sources of war finance and estimates of the national 
income and expenditure contains a certain amount 
of new material, among which is a highly interesting 
table showing the composition of personal expendi- 
ture on consumption and the first published results © 
of the periodic investigations which have been made 
in the distribution of bank deposits as between 
personal and other accounts. e former shows 
1942 personal expenditure on consumption at £4,800 
million, of which the first three items in order of 
importance are food, accounting for £1,320 million, 
drink (alcoholic) and tobacco accounting for {912 
million ; and rent; rates and water charges tot 
£520 million. It will be seen that the national expendi- 
ture on drink and tobacco is now almost double that 
on rent and rates, having more than doubled since 
1938. This is, of course, almost entirely due to the in- 
crease in indirect taxation and not to an expansion in 
real consumption. It may be noted, too, that the total 
consumption figure of £4,800 million includes issues in 
kind to the Armed Forces (such as food and clothing of 
the Army), contained in an item of £423 million for 
“ other foods.” Speaking by individuals was thus only 
£4,377 million, which 
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devoted to drink and tobacco. The main feature of the 
new table on the distribution of bank deposits is its 
revelation of the extent to which the growth in 
net deposits has been confined to corporate and 
business deposits as against personal deposits. The 
latter have risen from {617 million on June 30, 1940, 
to £820 million at the end of 1942, while the other 
deposits have over the same period risen from {£890 
million to £2,036 million. Another table on personal 
savings shows that the amount required to be set 
aside to meet accrued direct taxation during 1942 
amounted to £280 million, following a similar increase 
of tax liabilities of £206 million in 1941. Allowing 
for these particular items it will be seen that the 
rise in ‘‘ wholly-owned ” personal bank deposits since 
June, 1940, may well have been a negative quantity. 

It is impossible to do justice to the wealth of 
information given in the White Paper without exten- 
sive reproduction of the tables, and in the space here 
available one can but cull a few of the more interesting 
facts there presented. The table giving the sources 
of war finance shows that of the £5,103 million of 
central Government expenditure for 1942 (the total 
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Canadian contribution), {632 million came from over- © 


seas disinvestment, leaving {4,471 million requiring 
domestic finance, whether by way of taxation or of 


- borrowing. Tax revenue brought in {2,343 million, 


extra budgetary funds and local authority surpluses 
£231 million, compensation received in respect of 
war risks and war damage claims {215 million, savings 
and undistributed profits £1,509 million, leaving a 
small residue of £173 million to be accounted for 
by domestic disinvestment. This last residual item 
depends for its accuracy on the accuracy of the other 
estimates. It is thus not altogether s' that 
in respect of previous years covered by the tables, 
it should have undergone considerable adjustment. 
The domestic disinvestment for 1941, which appeared 
in last year’s White Paper at £493 million, has in 
the latest issue of this publication been corrected 
down to £200 million. Such drastic adjustments 
should not, however, shake one’s faith in the excellent 
pioneer work which is now being done by the Central 
Statistical Office. Its experts have blazed a trail 
whose value will only become fully appreciated when 
the country can turn aside from the works of war 
and tackle those of reconstruction. 


is exclusive of the £225 million represented by the 


Budget Estimates, 1943-44 _ 


A.—ORDINARY REVENUE AND EXPENDITURE 


EsTIMATED REVENUE EsTIMATED EXPENDITURE 
Inland Revenue— do £ 
Income Tax ... 1,175,000,000 Interest and ent of National Debt... dui 378,040,000 
Sur-tax } 80,000,000 Payments to Northern Ireland on eee net 
Estate Duties 100,000,000 share of reserved taxes) ... . a 9,500,000 
= kes 17,000,000 Miscellaneous Consolidated Fund Services ee ks 7,500,000 
ational Defence Con- Pe tot 
tribution... 500,000,000 . oan 392,000,000 
Excess Profits Tax ee £ 
Other Inland Revenue ie Votes. ks ag ache 
Duties : 1,000,000 Civil — 4 
Total Inland Revenue 1,873,000,000 I. Central Government and 3,209,000 
Crimianant ante. +3 — and a re _ 15,520,000 
Customs +++ 525,320,000 and Justice ... 20,617,000 
Excise «+ 400,180,000 IV. Education and Broad- 
Total Customs and Ex-— V. Health, OE Sg cre 
ae a 975,500,000 including Old Age and 
idows ee, --. 198,876,000 
Motor Vehicle Duties __ 38,000,000 VI. Trade, Industry and 
Tota REcEIPTS FROM boyy .-- 17,861,000 
VII. Works tationery, etc. 14,547,000 
TAXES 2,873,500,000 | vil. War Pensions, 1914-18, 
and Civil Pensions... 39,219,000 
La oy mel is ’ 4 oars IX. Exchequer Contributions - 
Crown Lends: t "800,000 to Local Revenues... 52,773,000 
Receipts from Sundry Loans 4,100,000 X. War Service (Token 
Misce’ Pl os 24,000,000 Votes) eee eee 2,000 : 
} 444,652,000 
Torat REVENUE .. 2,907,500,000 Votes of Credit... - 4,900,000,000¢ 
Excess OF EXPENDITURE 0 Tax Collection— 
aa x 2,848,614,000 Customs and Excise and Inland Revenue 
Votes (including Pensions, £1,469,000) 19,458,000 
—————— 5,364,114,000 
: 5,756, 114,000 TotaL EXPENDITURE . §,756,114,000 
a * Substantive cost in 1943 to be met from Votes of Credit. 
a t Excluding value of supplies in kind under Lend-Lease and similar arrangements. 
B. SELF-BALANCING REVENUE AND EXPENDITURE Z£ 
Revenue required to meet Post Office expenditure* (including Pensions £6,382,000) 110,632,000 


© Excluding {12,779,000 estimated to be required from Votes of Credit. 
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-National Income and Expenditure 


PERSONAL EXPENDITURE ON CONSUMPTION 
1938 1940 1941 1942 


be (£ million) 
Food . . ... 1,198 1,235 1,260 1,320 
Drink and tobacco . ad 452 617 750 912 
Rent, rates, etc. ons os 500 524 521 520 
Fuel and light ov bée 194 210 233 242 
Other household goods aia 261 251 241 241 
Clothing wb ~~ oe 441 496 450 462 
Travel* ons io jee 296 185 202 215 
Other services “a ao 468 461 469 465 


Other goodst <a .- 225 
Consumption at market prices 4,035 4,282 4,509 4,800 
* Including privately owned vehicles and their running 
a eliing the the income issued in kind to H.M. Forces and 
PRIVATE INCOME AND OUTLAY 


Personal Income 
1938 1940 1941 1942 


e€ 


(£ million) 

Rent of land and buildings, 
Be and interest * ... 1,515 1,648 1,650 1,811 
es* . ae ... 1,081 1,288 1,338 1,408 
Wages? vhs ... 1,787 2,425 2,970 3,409 
Pension payments oe 131 151 178 200 
Unemployment carte etc. 112 64 30 18 
Health payments... 35 35 33 39 
Other transfer payments ... — 15 29 ll 


Personal income before tax 4,661 5,626 6,228 6,896 


Personal consumption, at fac- 
tor cost ¢ 3,619 3,774 3,881 4,019 
Excess of indirect taxes and 
rates specifically on con- 


sumption over subsidies .. 416 508 628 781 
Direct tax — HW 385 537 715 825 
Death duties bie 90 85 94 100 
Tax accruals’ ada 17 94 206 280 
Net personal savings® ... (134) (628) (704) (891) 
Personal outlay a ... 4,661 5,626 6,228 6,896 


‘Impersonal Income 
Impersonal income before tax 259 530 835 


940 
N.D.C. and E.P.T. payments 15 68 231 34s 


Other direct tax payments * 62 104 191 
Excess of direct tax liabilities 
on impersonal income over 
payments ... eee 12 183 233 148 


Net impersonal savings after 

aside no an excess of 

direct tax liabilities over 
payments . awe 170 175 180 


5\ 8 


Impersonal outlay ... opin 259 530 835 


s Inchading Motions) Debt interest end lateness eccrued on 
National Savings Certificates received by perso: 

* And the pay and allowances (in cash and kind), of officers 
in H.M. Forces and Auxiliary Services. 

* And the pay and allowances (in cash and kind), of other 
ranks in H.M. Forces and Auxiliary Services. 

‘i.e. Adjusted for subsidies and specific indirect taxes, 
rates, etc. 

* Other than death duties, etc., eae eee 
tributions and premiums met out of personal income 

* And stamps on the transfer of property. 


7 i.e. Excess of direct tax liabilities on personal income over 

yments. , 

* After setting aside the excess of direct tax liabilities over 
payments. 

* Including War Damage Act contributions and prewniums 
met out of impersonal income. 


SOURCES OF DEFICIT FINANCE 
1938 ee 1941 1942 


: million) 

Net personal savings including 

allowance for accrued taxes 151 722 910 1,171 
Undistributed profits! ees 182 358 86413 338 
Surplus on ras far <starad 

funds : 22 148 154 151 
Local authority surplus Soe 7 38 66 80 
War Damage pensation® — 36 248 215 

Less 


Private net investment (or 
plus disinvestment) at home 
and war losses made good —287 22 200 173 


Private and government net 
investment (or plus disin- 
vestment) abroad 55 756 797 632 


Central government deficit 


Unemployment Fund _ —1 24 64 74 
National Health Funds its — 9 8 12 
Local Loans Fund a8 —2 y 10 
Other extra-budgetary re- 

ceipts * 4 258 515 73 —47 
Reconstruction Finance Cor- 

poration loan —_ — 87 4 
Canadian Government inter- 

est-free loan — -— — 157 
Miscellaneous ¢ 5 10 10 10 

Less 
Sinking funds ahs ods —11 —12 -—-17 —13 
Other expenditure (net)... 4 —8 13 —1 


Finance through government 
agencies... 253 


Post Office and Trustee Sav- 
i Banks bo. Pes 1 119 214 234 


ings 
National Savings Certificates 
including increase in ac- 


crued interest sbs FF 3 168 213 231 
Defence Bonds 2 180 174 134 
Other public issues (net) A 62 552 1,021 1,026 
Increase in fiduciary issue ... 10 50 150 170 
Increase in Treasury bills held 


outside government de- 
partments and Bank ramen 


tata OR ES os ye 
Treasury deposit _— 

Tax reserve certificates ... — _— 17 453 
Public borrowing at home ... —123 1,537 2,541 2,554 


1 After payment of taxes and War Damage Act contribu- 
tions and premiums but including allowance for accrued taxes. 

2 ie. Compensation received in respect of claims under the 
marine and commodities war risks insurance schemes and the 
War Damage Act. 

* Including war risks insurance and certain War Damage 
Act receipts, Exchange Equalisation Account and reduction 
in Exchequer balance. 

* ie. saviseh: Sam iongiiel ‘Aeecnnainns SosibOed be aie. 
cellaneous revenue, and appropriations in aid arising from 
capital transactions. 
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The Beveridge Report 


: III 
By HENRY LESSER, 0.B.E., LL.B., F.C.l.l., Barrister-at-Law 


In this concluding article it is proposed to discuss 
the financial and administrative provisions of Sir 
William Beveridge’s Pian for Social Security. 

Finance 


The finance of the Plan is based on the continuance — 


of the tripartite scheme of contributions established 
on the passing of the National Insurance Act in 1911. 
The contributory principle has won general acceptance 
in this country. Not only do insured persons prefer 
to pay, but they feel that a contribution irrespective 
of means is the strongest ground for dispensing with 
a means test. Moreover, as Sir William Beveridge 
points out, it is desirable to keep the social insurance 
fund self-contained with defined responsibilities and 
defined sources of income—citizens should not be 
encouraged “‘ to regard the State as the dispenser of 
gifts for which no one needs to pay.” 

So far as the employer is concerned the view is taken 
that the social insurance contribution is a mark of his 
concern for the lives of those who work under his con- 
trol. It is in the interest of the employer that work- 
people should be properly maintained during intervals 
of sickness or unemployment, and should have the 
security which helps to make them efficient pro- 
ducers. It should not be forgotten, however, that the 
employer’s contribution is a tax on employment—it 
is not related to profits or capacity to pay. Nor does 
it vary according to the extent to which the employer 
endeavours to avoid sickness or unemployment. 


The employer’s social insurance contribution will . 


rise from the present figure of 1s. 10d. a week to 3s. 3d. 
for each man, and from ls. 6d. to 2s. 6d. for each 
woman—amounting in total for employers over the 
whole country to an increase from {66 million a year 
in 1938-1939 to £137 million in 1945. As against this, 
of course, there may be some small saving in respect 
of workmen’s compensation. 

For insured persons the weekly contribution would 
be increased from Is. 10d. to 4s. 3d. for men and from 
ls. 6d. to 3s. 6d. in the case of women, while the total 
cost for all insured persons would rise from {£69 
million to £194 million. 

But the weekly contributions of employer and em- 
ployed would cover less than half the cost of the 
scheme—the balance of the money required being 
provided by the national Exchequer out of moneys 
raised by general taxation. Sir William reminds us 
that most citizens will pay in two ways—both as in- 
sured persons and as taxpayers—while those who are 
— will pay in a third capacity as well. 

e Government Actuary in his Report sets out the 
financial effect of the Beveridge Plan in the form of a 
“Social Security Budget” as follows. It is 


estimated that the total cost of the present 
social insurance and allied services in 1945 would be 
about {415 million, so that the Budget Se an 
immediate increase of {287 million, rising 

1965 to £443 million. 


y the year 


1945 1965 - 1945 1965 
Expenditure (£ million) Income (£ million) 
t Pensions .. 300 Contribu 
Unem t Benefit... 110 107 Insured «- 194 192 
Disability Benefit e 86 E .-- 187 182 
iidiinn = “a 30 & va Exchequer. sb 
‘a y 1 
Children’s Allowances ... 110 100 : ad 
Administration ...  . 23 
Health Services ... ... 170 170 : 
Total .. 697 858 Total eae O97 BBB 


A large part of the increase is due to the intro- 

duction of children’s allowances (£100 million), and 
the extension of the health services (£90 million), 
while the rise in costs between 1945 and 1965 is more 
than accounted for by the increase in pensions ex- 
penditure. / 
. Sir William Beveridge admits that “the Social 
Security Budget presents figures large in relation to 
budgets of former time.” But, he says, they are not 
large in relation to the total national income, and 
represent only a means of redistributing that income 
so as to meet openly needs which must be met in one 
way or another. 

The financial burden, however, is importafit ; and 
the country’s ability to meet it must, to a large extent, 
depend on world economic conditions after the war. 
The responsibility must rest on the Government to- 
day for any decision which would affect. the future 
rights of insured persons. If definite commitments 
were made now under an insurance scheme, where the 
benefits are guaranteed by the State, Parliament 
would be expected to honour those commitments ; 
and no withdrawal from that position would be 
tolerated by the country—even, say, during a period 
of financial stringency—on the ground, as was said 
after the last war, that “it is time for the nation to 
turn from searching its conscience to exploring its 
purse.” It would seem that Sir Kingsley Wood 
did no more than might have been expected from a 


‘prudent Chancellor of the Exchequer when he said 


recently in the House of Commons that whatever 
pledges were given in the matter of the Beveridge 
proposals they were subject to the reservation that 
the position would have to be reviewed in the light 
of the country’s financial position after the war. 
‘Administration 
Unification of administrative responsibility is one 
of the fundamental principles of the scheme. In effect 
Sir William proposes to carve out from the work of 
certain Government Departments and local authorities 
that part which involves the payment of cash benefits 
or assistance allowances, and transfer the adminis- 
tration of these money payments to a new Govern- 
ment Department to be called the Ministry of Social 
Security, with local security offices all ‘over the 
country. This would involve the abolition of the 
Approved Societies. There would be one card and one 
stamp for a single comprehensive contribution. 
The idea of unification—that is, administration of 
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all these services through one Government Depart- 
ment—is undoubtedly attractive. But in this matter 
it is possible to over-simplify the problem. The vast 
compre ive health service which is envisaged 
would be administered by the Ministry of Health ; 
and the extremely complicated employment service 
by the Ministry of Labour. But each of the social 
insurance services, health, unemployment and pen- 
sions, represents a distinct body of ideas and involves 
a variety of circumstances associated with the 
individual way of life of millions of insured persons. 
The payment of the respective cash benefits is in- 
extricably bound up with the conditions governing 
the title to them, the determination of which involves 
a different technique in each branch. For example, 
the payment of unemployment benefit is purely 
incidental to the work of bringing employers and 
employed together—of finding the right man for the 
right job; the payment of disability benefit is inci- 
dental to the operation of the health services ; 
maternity benefit—something quite different from 
the single payment made under the National Health 
Insurance scheme—is properly incidental to the 
maternity and child welfare service. To divorce 
these cash payments from the work of the depart- 
ments responsible for the administration of the major 
services, and set up an entirely new Ministry simply 
to play the part of cashier to the Ministry of Health 
and Ministry of Labour—for that is all-it comes to— 
might well lead to much delay, if not confusion, in the 
payment of benefits and to the consequent inefficiency 
of the service. Sir William appears to apprehend 
this, because he recommends the establishment of a 
liaison committee between his Ministry of Social 
Security and the other Government Departments 
concerned. Asupervisory statutory committee would 
certainly be necessary to review and co-ordinate the 
amounts of cash payments, but such duties would 
hardly seem to require the setting up of a new 
Government Department, employing many more 
thousands of officials, to do work which is now being 
done very well through existing departments. 

Sir William Beveridge claims that his proposal 
will avoid waste in administration expenditure. But 
the Government Act in his Report says that 
having regard to the complexity of the pro 
unified organisation it appears unlikely that there 
would be any saving, at any rate for a considerable 
time to come. 

On the question of the method of administration, 
the Government does not appear yet to have made up 
its mind, but seemed from the Parliamentary debate 
to favour a statutory board rather than a new 
Ministry. Moreover, as Sir John Anderson said, it 
is no light matter to abolish the approved societies, 
and if they have to go it is not because they have 
failed, but because there would be no place for them 
in a scheme embracing the whole population. And 
so the door is left open for a method to be devised 
which may enable the societies to co-operate with 
the Government in some form of agency. 


An Alternative 


If the present writer might venture to express an 
opinion, it would seem that Sir William Beveridge’s 


of the contributing 
liability of the State as 
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idea of merging under one scheme benefits which are 
payable by virtue only of contributions and benefits 
payable on the performance of obligations of citizen- 
ship might not work well in practice. The essential 
principle of an insurance scheme is that the liabilities 
ies should be fixed and 
ascertainable ; but under the Beveridge proposals the 
antor of the benefits, 
whether in cash or in kind, would be unlimited and 
unascertainable. Sir William is, therefore, compelled 
to impose restrictive conditions and penalties which , 
rob his scheme of its true insurance character. 

In this. connection it is interesting to note that 
in the recent Parliamentary debate it was stated 
that it was the Government’s considered opinion that 
both unemployment and disability ‘benefits would 
have to be of limited duration. The benefits, there- 
fore, to which the insured person is entitled as of 
right, should depend on what he, his employer (if 
any) and the State could afford to contribute to the 
scheme. They certainly could afford to pay a rate 
of contribution to cover temporary sickness and 
unemployment—say, for a period of one, or, it might 
be, two years. That would cover the industrial 


‘hazards applicable to the overwhelming majority of 


insured persons during interruption of earning. But 
in the case of chronic illness or unemployment, the 
problem changes. It is at that stage that the State, 
through the appropriate department, should take 
control and make the ne provision, subject 
to suitable safeguards, for the well-being of the sick 
man or the unemployed person, as the case may be. 
Remedial or preventive treatment, rehabilitation and 
training for new work, together with a host of other 
needs, fall logically to be dealt with under the heading 
of welfare or social service—and this leads to the 
suggestion for the establishment, not of what Sir 
William calls a Ministry of Social Security (which 
is merely a sort of large scale cashier’s department), 
but of, say, an authority responsible for social service. 
So that there would be (1) an insurance scheme 
proper whereby benefits could be obtained as of 
right by virtue only of the contribution paid without 
any limiting conditions impinging on the personal 
liberty of the insured n; and (2) a department 
of Social Service which, when the insurance benefits 
were exhausted, would take charge of the case,, 
whether in relation to the health service or the 
unemployment service, and authorise the payment of 
suitable allowances on an scale and subject to 
appropriate conditions out of moneys to be provided 
by the National Exchequer. The nucleus of this 


service is at present contained in the Assistance 


Board, which is expressly charged with the welfare 
of unemployed persons, and, as its last report shows, 
has done excellent work in that respect. 

The country needs a welfare service in the true 
sense of the word, and the establishment of a depart- 
ment of Social Service would breathe a new spirit of 

oodwill into the administration of our social services. 
uch a department would gain a wealth of experience 
of social conditions and human needs falling quite 
outside the scope of the insurance scheme, and would 
tend to unite the people with the State as members 
of one great fellowship. 
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The Budget 


The human mind has many limitations, and it 
appears to the writer that the figures of the modern 
budget go beyond what it is possible for the mind to 
comprehend. None can visualise a thousand millions, 
yet more than that sum was realised by Income Tax 
alone in 1942-43. The following figures are inter- 


Estimate -« Received 
Income Tax £913,000,000 £1,006,828,000 
Sur-Tax Nv £78,000,000 £75,358,000 
N.D.C. and E.P. T.. £425,000,000 . £377,522,000 


Income Tax is still the greatest source of revenue. 
The estimate for 1943-44 is £1,175,000,000. Surtax 
is expected to yield {80,000,000 and N.D.C. and 
E.P.T. £500,000,000. 

The total raised in taxation during the past year 
reached the unprecedented figure of £2,483,000,000, 
representing 46 per cent. of our expenditure, and an 
increase over 1938-39 (excluding N.D.C. and E.P.T.) 
of no less than £1,231,000,000. Of the increase in 
indirect taxation, liquor, tobacco and entertainments 


(the ‘‘ optional ” expenses) accounted for £452,000,000 


out of a total of £544,000,000 (83 per cent.). Gross 
incomes increased by £2,235,000,000. 

Wage earners, about 7,000,000 in number, pay 
about £200,000,000 of Income Tax. While no scheme 
has so far been produced for levying the tax on the 
basis of current earnings, the Chancellor’s, advisers 
are engaged in a close examination of the situation 
that may arise on the return to peace-time conditions, 
when a considerable change-over in employment is to 
be expected. If readers have any workable sugges- 
tion for a current-earnings scheme of charge, we shall 
be glad to receive them. 

Since the beginning of the war, we have borrowed 
no less than £8,667,000,000. Income Tax post-war 
credits for the two years to April 5, 1943, amount to 
some £300,000,000. 

There is to be no change in the rates of Income Tax 
or Sur-tax for 1943-44, but substantial increases are 
proposed in Customs and Excise designed, in addition 
to raising revenue, to reduce consumption of and 
expenditure on non-essentials. These are as follows : 


Purchase Tax.—As from April 13, the tax payable 
on goods at present chargeable at 66% per cent. to be 
raised to 100 per cent. As from May 3, the following 
classes of ‘‘ Utility ’’ goods are to be exempt from the 
tax: cloth not covered by the existing exemptions, 
domestic textile articles, soft furnishings and bedding, 
and haberdashery. 

Spirits—An increase that has raised the price of 
whisky, etc., by 2s. 8d. a bottle. 

Beer.—Increase equivalent to 1d. a pint on beer of 
ort gravity, with higher increases on stronger 


ye Oe main increase is 3s. a gallon on light 
wines and 6s. a’ gallon on heavy wines. 

Tobacco.—An increase of 6s. a lb. on the unmanu- 
factured leaf, with a reduction in the preferential 
margin on Empire tobacco. The effect has been to 
increase pipe tobacco by 4}d. to 5d. an oz., and 


popular brands of cigarettes from Is. to Is. 2d. and 

9d. to 10$d. per packet of 10 cigarettes. The pre- 

ferential prices for members of the Armed Forces in 

N.A.A.F.I., etc., continue (at 1941 prices). 

Entertainments.—The duty is increased on all seats 
hitherto sold at more than Is. 

While we do not anticipate that there will be any 
marked effect in consumption after the initial shock, 
we applaud the steps taken to ensure that expenditure 
on non-essentials will help to pay for the war. 

Telephone and telegram charges are to be increased 


with a view to lessening the traffic and releasing labour 


in the Post Office. 
On those aspects of the Budget of professional 
interest to accountants, we find few changes. 


Income Tax 


The dependant relative allowance is to be increased 
from {25 to £50. Where, however, the income of the 
dependant relative exceeds £30, the allowance is to be 
reduced to the difference between £80 and the rela- 
tive’s income. It is expected that this will bring 
half a million people within the allowance. The 
proposal does away with many anomalies, e.g., that 
of an invalid child who reaches the age of 16—{50 will 
be allowed as dependant relative allowance in place 
of the former £25, so that the transition from child 
allowance will not affect the taxpayer’s income tax 
liability. 

The housekeeper allowance is to be extended to any 
taxpayer who is entitled to relief for a child and 
employs or maintains a resident housekeeper, pro- 
vided that if he is married he can show that his wife is 
permanently incapacitated or is living apart from him. 


_ The anomaly that the housekeeper of an unmarried 


n maintaining young brothers and sisters had to 
be a relative is thus to be removed, and broadly 
speaking the allowance is extended to all cases where 
there is not a wife to look after young children. 

Readers will remember the decision in Lord Herbert 
v. C.I.R. ( (1943), T.R. 33) that the restrictions on 
revocable settlements imposed by Section 38 (2) 
Finance Act, 1938, do not apply where there is more 
than one settlor or party to the disposition. This 
loophole is to be closed. 

A detailed examination, the results of which will be 
considered by Parliament in due time, is to be made 
by the Board of Inland Revenue of the various 
matters which have been raised as to the incidence of 
Income Tax on industrial profits, e.g., undistributed 
profits ploughed back into the business, capital 


_ expenditure for which there is no allowance, etc. 


Excess Profits Tax 


The Chancellor referred to the concession whereby 
the E.P.T. on deferred repairs and renewals is held in 
suspense, and stated that the authorities have agreed 
to found the provisional allowance on the measure of 
the repairs and renewals which were carried out 
annually before the war. (The practice seems to be 


to take a three years’ average). He agreed that the 
cost of changing from war-time to peace-time 
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conditions of tay-out of factories and the restoration 
of units which may have been dispersed will be 
allowed for E.P.T. just as the expenditure on the 
change over from peace-time to war-time was allowed. 

The: relief already provided for exceptional depre- 
ciation of buildings, plant and machinery provided as 
part of the war effort is to be extended to cover not 
only cases where the equipment is actually scrapped, 
but also cases where the equipment is continued in use 
3 = lost value. This will be for income tax and 

He indicated that losses on the value of terminal 
stocks will have to be considered at the end of E.P.T., 
according to conditions then prevailing. 

Section 31, Finance Act, 1941, which gives relief 
from E.P.T. to concerns engaged in mining metal or 
getting oil in cases where production has been acceler- 
ated in the interests of the war effort, is to be extended 
to give a relief for the increase that will result after the 
war in working costs. A similar relief is now to be 
extended also to certain minerals, e.g., sand and 


gravel. 
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It was resolved that the extent and incidence of 
E.P.T. (for past and future chargeable accounting 
periods) shall be varied so as to give effect to amend- 
ments as to the computation of profits and provisions 
relating to cases where stock in trade is disposed of 
otherwise than for at least its full market value. This 
will close a loophole that was being used. We 
await the Finance Bill with interest. 


Estate Duty 


The rate of interest on death duties is to be decreased 
from 3 per cent. to 2 percent. There is also to be an 
amendment as respects the definition of property 
under Sections 30 and 31, Finance Act, 1939 (estate 
duty on certain interests arising on death and exclu- 
sion of certain debts, etc., from deduction in valuing 
for estate duty). 

On the face of it, the Income Tax and E.P.T. parts 
of the Finance Bill do not promise to be over-formid- 
able, but it is unwise to prophesy. The Budget is a 
war-time measure, and evidences the Government’s 
policy of prosecuting war without allowing itself to be 
side-tracked. 


Reform of Published Accounts 


Mr. F. W. Forge, addressing members of the Incor- 
porated Accountants’ District Society of Liverpool on 


April 9, referred to his constant study of the published — 


accounts of joint stock companies for over twenty years 
as a City journalist. He considered that the protection 
of the individual investor was less important than to 
secure that investors generally should put their money 
into those forms of enterprise which would yield the 
highest benefit to the nation as a whole. The rate of 
profit earned on the capital at risk was normally a fair 
guide to the desirability of expanding a given industry 
ora givenconcern. But for this purpose it was essential 
that published accounts should give a truthful and 
complete story of earnings and of the value of assets. 

The balance sheet should show fixed assets separately 
by categories, stating under each the amounts of realisa- 
tions, additions at cost, and depreciation provided from 
the year’s profits, as well as any further additions to or 
drafts on depreciation reserve. This, with the taxation 
statements specified in the recommendations of the 
Institute, would eliminate two of the principal means of 
establishing secret reserves. 

The basis of valuation of stock in trade and work in 
progress should be clearly stated. Payments in advance 
should be shown separately. It would be very helpful 
if investments were divided into the categories of trustee 
securities, tax reserve certificates, other temporary 
investments and trade and semi-permanent investments, 
with disclosure of the bases of valuation. Current 


items might be split according to the length of time 


TAXATION 


Cost of Appeals 

The Revenue are adamant in regarding expenses of 
appeals as not allowable deductions in arriving at profits. 
In this they have the support of the decision in Allen v. 
Farquharson Bros. & Co. (1932, 17 T.C. 59), where the 
costs were held to be not deductible as not being incurred 
for the purpose of earning the profits, although the 
appeal had been successful. It appears to be the prac- 


Taxation 


before they were available as cash. If these particulars 
were available the Budget White Paper, the real basis 
of Government financial policy, could be made even 
better. Liabilities, now too frequently lumped into one 
general hotch-potch to the mystification of everybody, 
should be classified both according to their character 
and according to their estimated life. Trading, profit 
and loss and appropriation accounts were essential. 
Parent and subsidiary companies should all make up 
thcir accounts to the same date, and either consolidated 
accounts or separate accounts for each should be pub- 
lished. All associates and subsidiaries of a public 
company should be amenable to the rules applicable to 


_ public companies. 


When price changes were reflected in the book valua- 
tion of stock-in-trade, an increase would lead the com- 
pany to distribute part of its capital as profit, and this 
would encourage spending by shareholders, and so 
drive up prices still more. When prices fell the reverse 
happened, and the slump was accentuated. 

Mr. Forge said he would like to see the science of 
accountancy: and the power of the accountant develop 
rapidly side by side. Informed opinion must always 
precede changes in the law. He agreed with Mr. de 
Paula on the need for increased facilities for post- 
graduate courses. He would like to see accountancy 
not a close corporation, but a closely knit one, in which 
the whole weight of authoritative opinion was behind 
those men of good will who were striving for a closer 
approximation to the truth. 


Notes 


tice of the Special Commissioners to allow the costs of a 
successful appeal against a direction under Section 21, » 
Finance Act, 1922, but otherwise no costs appear to be 
allowed. , 

In connection with E.P.T., this is imposing an impossi- 
ble burden on the taxpayer. When he has to appeal in 
order to substantiate his position, it is more than 
inequitable that he should have to meet the costs out of 
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standard profits. With a tax at 100 per cent., the costs 
(up to a reasonable amount) of successful appeal ought 
to be allowed, and we regard this as a case for the 
attention of Parliament when dealing with the Finance 
Bill. One of our readers has shown us the correspond- 
ence he has had with the Board on his suggestion that 
they should recommend the allowance. Their reply 
is unsympathetic. 
Deductions from Salaries 

Most readers will have seen the red printed notice to 
employers of the changes in the Schedule E deduction 
scheme as from May 1, 1943. Excess deductions are to 
be notified to the employer, who will be required to make 
the refund to the. employee, reducing pro tanto the 
amount for which he has to account. If too much has 
already been paid over to the collector by the employer, 
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he will recoup himself from the next remittance, or if that 
is impossible the collector will refund to him. 

When an employee changes employers he will take 
with him a special form from his first employer from 
which the new employer will see what deductions he has 
to make. Both employers must notify the collector. 


The Current Season 

Return forms are piling up in accountants’ offices, and 
many Inspectors are already asking for details for the 
year just ended. It is an unfortunate fact that there is 
likely to be much more delay this year than ever before 
in getting the Returns completed. Clients as well as 
accountants are short of staff. What the position in tax 
offices will be this summer we can imagine. Both sides 
must show forbearance with delays and, unfortunately, 
with errors by inexperienced staffs. 


Recent Tax Cases 
By W. B. COWCHER, 0.B.E., B.Litt., Barrister-at-Law 


Income tax—Income from Settlement—Revocable settle- 
ment made by two settlors—Whether income attributable 
to one of them—Finance Act, 1938, Section 38 (2). 

The facts in Lord Herbert v. C.I.R. (K.B.D., January 
26, 1943, T.R. 33), were too complicated for recital 
here ; but the case has a special interest in that a flaw 
has at last been discovered in the elaborate provisions 
regarding settlements contained in Finance Act, 1938. 
The case came before Macnaghten, J., who reversed a 
decision by the Special Commissioners. He said it was 
the case of a settlement which undoubtedly contained 
provisions bringing it within Section 38 (2). But the 
appellant was not the only settlor, his father, Lord 
Pembroke, being one also. Lord Pembroke being a 
“‘ settlor "’ the income had to be treated as his income 
and not “as the income of any other person.’’ Lord 
Herbert being also a “ settlor,’’ the same income had 
to be treated as his. The Act did not prescribe what 
was to happen where there was more than one settlor, 
and the question had never come up for decision. The 
Crown had claimed the option to assess one settlor to 
the exclusion of the other and said that this was, for 
income-tax, to be exercised by the local Inspector of 
Taxes, with no right of appeal. For sur-tax, the option 
would lie with the Special Commissioners. He con- 
sidered that interpretation to be fantastic, and held that 
Section 38 (2) was inapplicable. 

The “‘ settlement ’’ provisions in the Income Tax Acts 
are appalling in their complexity at ape But the 
end is clearly not yet. 


Income-tax—Excess Rent—Compensation paid for requisi- 
tioned premises—Income Tax Act, 1918, Schedule A, 
Schedule D, Case VI—Finance Act, 1940, Sections 13, 
15—Emergency Powers (Defence) Act, 1939, Section 1 
(2) (b)—Compensation (Defence) Act, 1939, Sections 1 
1) (a), 2 (2 

" Ihe decision i in Mellows v. Buxton Palace Hotel, Lid., 

and Faupel v. Hayward’s Executors (K.B.D., January 26, 
1943, T.R. 37) will affect a large number of persons. 
The issue was whether the annual compensation paid for 
requisitioned premises under the Compensation (Defence) 
Act, 1939, Section 1 (2) (6), was rent payable under a 
lease and so within Section 15 of F.A. 1940. The Special 
Commissioner had decided it was not ; but Macnaghten, 
J., reversed their decision. The Compensation (Defence) 
Act, by Section 2 (2), provided that for income-tax pur- 
poses such compensation was to be deemed to be “ rent” 


and that the Crown was to be deemed to pay it as 
“ tenant occupier ” and the recipient to be deemed to 
receive it as ‘‘landlord.’’ As the result, liability under 
Case VI of Schedule D will extend to the difference be- 
tween the annual compensation and the Schedule A 
assessment. 

His judgment was very brief. A payment of “ rent” 
for a hereditament by a “‘ tenant ’”’ necessarily implied 
a “‘tenancy”’ and, as the word “ lease”’ in F.A. 1940 
included any “ tenancy,’’ it followed that for the pur- 
poses of the Income Tax Acts the supposed tenancy by 
the Crown was a “‘ lease ’’ within Section 15 of that Act. 

The logic seems impeccable. 


Schedule D—Tvrade—Agreement to cease manufacture of 
commodity required for manufacture of products sold— 
Agreement to purchase that commodity—Agreement for 
indemnity against expenses in preparing to manufacture— 
Indemnity based on annual amount of commodity purchased. 

In Thompson v. Magnesium Elektron Lid. (K.B.D., 
January 15, 1943, T.R. 39), the respondent was incor- 
porated in 1934 for the purpose of manufacturing 
magnesium by an electrical process requiring chlorine. 
In 1936 it took steps to manufacture the latter and a 
contract for electric power was entered into and negoti- 
ations begun for plant and machinery. Caustic soda is 
a by-product of chlorine manufacture, and Imperial 
Chemical Industries, referred to hereafter as I.C.I., were 
anxious that no new supply of caustic soda should be 

laced on the market. The sale of the latter would 

ve reduced the net cost of chlorine to very much less 
than the price quoted by I.C.I. So, two separate 
agreements were entered into of the same date. 
the first agreement the respondent was to buy all its 
chlorine from I.C.I.; but the latter was not bound to 
supply mote than that required for 4,000 tons of mag- 
nesium. If it declined to supply an excess, the respon- 
dent could go elsewhere. The basic price was to be 
£10 per ton of. liquid chlorine delivered. 

By the second agreement, I.C.I. indemnified the 
respondent against expenses it had incurred; whilst 
the latter agreed that during the continuance of the 
first agreement it would not be interested in any way 
in the manufacture of caustic soda and/or chlorine 
subject to the proviso that if I.C.I. elected not to supply 


. the excess requirements of respondent the latter could, 


instead of going to other firms, manufacture its own 
excess requirements. In consideration, I.C.I. agreed to 
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pay the equivalent of {6 15s. for each ton of caustic 
soda which wotld have been produced had the respondent 
manufactured ifs own chlorine by the electrolytic 

- Sek, far. Sie, pemgene. com ton, of Bante 
chlorine delivered by I.C.I. was to be regarded as 
involving one.and one-ninth tons of caustic soda. That 
is to say, I.C.I. agreed to pay £7 10s. for every ton of 
chlorine delivered by it to the respondent. 

The clause was somewhat ambiguous; and it was 
argued for the respondent that in the event of its require- 
ments exceeding those for 4,000 tons of magnesium, 
I.C.I. would have to deliver or pay the £7 10s. for every 
ton of chlorine obtained elsewhere. If this were the 
case, the agreement was more than a simple rebate. 
But, as Macnaghten, J., pointed out, there was no 
provision as to the ratio of caustic soda to chlorine in 
the case of other suppliers, and he refused to accept the 
omission as a draftsman’s slip. 

The Special Commissioners had held that “ it was not 
part of the respondent’s trade not to deal with the 
by-products of their manufacture’’; but the question 
was what was the real price of the chlorine. He found 
it to be £2 10s. per ton and allowed the Crown’s appeal. 

Had decision been different it would have been 
a serious matter for the Revenue. And, even as it is, 
what the Americans called ‘‘ payments for not growing 
hogs ” exhibit manifold variations, and far from simple 
tax questions. 


Schedule E—Office of profit—Managing divector—Pro- 
vision for pension—Release of company from obligation 
to pay pension—Reduction in annual remuneration— 
Lump sum payment. ; : 

Wales v. Tilley (House of Lords, February 11, 1943, 
T.R. 45), was noted in our issues of June and October, 
1942. In the House of Lords the decision of the lower 
Courts was varied. T. had an agreement with a com- 
pany, made in June, 1937, whereby he was to receive 
£6,000 per annum as ing director and, in the event 
of his ceasing to hold that office from any cause, he or 
his personal representatives was to receive a payment, 
called a “‘ pension,’’ of £4,000 per annum for 10 years. 
On April 6, 1938, a new agreement was come to between 
T. and the company whereby the latter was released 
from the obligation to pay the pension and T.’s salary 
was reduced to £2,000 per annum. In consideration, 
the company agreed to pay T. £40,000 by two equal 
instalments, the first upon April, 6 1938 and the second 
upon April 6, 1939. 

In the King’s Bench Division, Lawrence, J., had 
held that as the pension would have been assessable 
under Schedule E, a sum in commutation was also 
assessable under that Schedule. In the Court of Appeal, 
the decision against T. rested upon the fact that the con- 
sideration was entire and not separable. But, there, 
Mackinnon, L. J., had differed, although hesitatingly, 


* from his brethren, and had been of opinion that the 


case should have been sent back to the Commissioners 
to determine how much of the £40,000 was in respect 
of reduced remuneration and how much was in respect 
of commutation of pension. 

In the House of Lords there was unanimous agreement 
that the view taken by Mackinnon, L. J.; was correct, 
and that in so far as the £40,000 was in respect of the 
acceptance of a reduced salary it was assessable, follow- 
ing Prendergast v. Cameron (1938, A.C. 549, 23 T.C. 122) ; 
but, in so far as it was commutation of pension, it was 
not assessable, following Hunter v. Dewhurst (1932, 146 
L.T. 510, 16 T.C. 605). The case was, therefore, re- 
mitted to the Special Commissioners to determine, 


according to the best of their judgment, what would 
be a reasonable apportionment. 
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The judgments in the House of Lords deserve careful 
study. All were in agreement that sums received in 
commutation of pension rights did not constitute 
income ; and Lord Porter expressly rejected the argu- 
ment that there was a difference between a commutation 
during service and one after the service had come to 
an end. The result must be causing considerable 
misgiving to the Revenue. . 


Sur-tax—Transfer of assets abroad—Income payable to 
person abroad—Transfer of share in partnership in return 
for shares and non-interest bearing in company. 
F.A., 1936, Section 18. 

Latilla v. C.I.R., (House of Lords. February 11, 
1943, T.R. 51), noted in our issues of August, 1941 and 
April, 1942, is likely to be remembered for the outspoken 
condemnation by the Lord Chancellor of ingenious 
schemes of tax avoidance. The facts of the case have 
been stated previously ; but the main point of principle 
was the question whether the trade profits of a partner- 
ship could be said to be income, a share of which “ be- 
came payable’”’ to one of the partners. 

The Lord Chancellor approved the judgments in the 
lower Courts and agreed with the Master of the Rolls 
that the share of the profits of the partnership to which 
the company, as partner, was entitled was that share 
which came to it in accordance with the terms of the 
partnership, and that, in default of payment of that 
share by the other partner, compulsion could be resorted 
to. Lord Porter, who gave the other te judgment, 
also agreed that, whilst an individual could not pay 
himself in the strict sense, income could be said to be 
payable to a partner out of the partnership funds. The 
cases relied on for the appellant, Trustees of Psalms and 
Hymns v. Whitwell (1890, 7, T.L.R. 164, 3 T.C. 7) and 
ex parte Shaftesbury Homes and Avethusa Training Ship 


(1923, 1 K.B. 393, 8 T.C. 367), were held to have no 


bearing upon the matter. . 

It is to be noted that the House of Lords has endorsed 
the distinction drawn between the share of a partner 
under section 18 of F.A., 1936, and that under proviso 
(ii) to Section 20 of the Income Tax Act, 1918. 


Schedule D, Case III—Capital or income—Sale of shares 
—Cycle manufacturing business—Purchase price in- 
cluding quarterly payments based on machines sold— 
Commutable for capital sum. 

C.I.R. v. 36/49 Holdings, Ltd. (C.A., February 23, 1943, 
T.R. 73), was noted in our January issue. The respon- 
dent by an agreement had sold all the shares of Rudge- 
Whitworth, Ltd., to a third company and by one of 
the provisions the purchaser had to pay to the respondent 
quarterly 1s. for every bicycle and {1 for every motor 
bicycle or tricycle sold. But these payments could 
be commuted within a period of 10 years for £50,000. 
The issue was whether the payments were income or 
capital in the hands of the respondent. The Commis- 
sioners had found they were capital; but Macnaghten 
J., had reversed their decision; and his finding was 
unanimously approved. 

The Master of the Rolls gave the sole judgment, and 
it is a valuable contribution to the subject. Some of 
his dicta were: . 

“The true nature of the sum is not necessarily its 
nature in law but its nature in business or in accountancy 

. . . because from the legal point of view there may be 

no difference whatever as between the parties between a 

capital and income sum. It may be totally irrelevant 

to the legal relationship. . . . , however. . . . the 

Inland Revenue appears on the scene . . . that matter 

. . becomes a matter of very great importance.” 
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“1 find it myself very difficult to class under the category 
of capital a twang 
“The next point to o about it is that the sums 
payable . . . are not tied in any way, or related in any 
way, to any capital sum whatever. Indeed, regarding the 
payment as a payment which may continue in perpetuity, 
it seems impossible to say that it is to be regarded as 
yments by instalments of a capital sum.” 
“ The next point, which appears to me to be not without 
importance, is that the right of commutation is unilateral.” 
“ Nothing can be more misleading than to take cases 
previously decided on the basis of the presence of a parti- 
. cular factor, and to argue from that that the cases, where 
that factor is absent, ought to be decided the other way.” 


One of the subsidiary points in the case arose from 
the fact that the “ royalties ” in question were payable 
upon output between the account date, August 31, 1936, 
and the date of the agreement, March 3, 1937, and jit 
was argued that the amount was irrevocably fixed at 
the latter date and “ a sum payable in respect of a past 

riod ’’ could not be turned into income. The Master 
of the Rolls could see no merit in the argument. If the 
payments were of income character, he could not see 
how payments made after the agreement in respect of 
output before the date of the agreement could have a 
different character. If, however, the sum in question 
had been quantified and dealt with in the agreement 
as a capital item different considerations would have 


arisen. 


Income Tax—Settlement on children—Capital settlement 
made before 1936—-Whether an irrevocable settlement— 
Income paid before Royal Assent to Act—F.A., 1936 
S. 21. 

Eastwood v. C.I.R. (C.A., February 17, 1943, T.R.59), 
was in substance an appeal from the decision of Lawrence, 
J:, in C.I.R. v. Lord Delamere (1939, 2 K.B. 667, 22 T.C. 
525) ; and there were two questions before the Court. 
The first was whether, in spite of the provisions of 
subsections (8) and (10) of Section 21 of F.A., 1936, 
a settlement containing no power or means of revocation 
was to be deemed irrevocable. It was not disputed 
that if both these sub-sections applied the settlement 
was caught by sub-section (8) and was not to be deemed 
irrevocable. But it was argued, on the wording, that 
sub-section (8) did not refer to the past, whilst sub- 
section (10) dealt wholly with the past, the result being 
that sub-section (8) would only apply to cases within 
sub-section (3). The Master of the Rolls, who gave the 
judgment of the Court, held that the construction sought, 
which meant substituting for the initial words of sub- 
section (8), namely, ‘‘ For the purposes of this section,”’ 
a revised wording, ‘‘ For the purposes of sub-section (3) 
of this section ’’ was one than which “ nothing could 
do more violence to the language.” The lack of gram- 
matical neatness was not a matter of such importance. 
As to the other point, the income under the settlement 
was all applied for the benefit of the child before the 
date of the Royal Assent, and the argument was that 
sub-section (1) of Section 21 could only apply to income 
received subsequently. He held that the time unit 
with which the Finance Act invariably dealt was the 
financial year and that by the words “‘ any income is 
paid” the direction really is “to put yourself at the 
beginning of the year of assessment (which ex hypothesi 
is past when the Act becomes law) and putting yourself 
at that date, to see what are the receipts in that year 
of assessment,’’ He much preferred a construction 


which gave ‘‘the sensible, business-like meaning to 
the sub-section.” 

There is one petty criticism to be made of the judg- 
ment. The Master of the Rolls ignored or overlooked 
the distinction between the financial year which com- 


ACCOUNTANCY 


May, 1943 


mences upon April 1, and the year of assessment which 
commences upon April 6. 


Schedule D—Tvade—Profits of exchange—Dollars for 
purchases—War and cessation of purchases—Dollars 
compulsorily sold to Government—Profit on sale—Whether 
trade receipt. 

In The Imperial Tobacco Co. (of Great Britain and 
Ireland), Lid. v. Kelly (K.B.D., January 25, 1943, 
T.R. 23), the question of the treatment of profits on — 
exchange arising out of one of the Defence Regulations 
came before the Court. The company habitually made 
large purchases of leaf in U.S.A. at auction sales and so 
accumulated each year a large holding of dollars. 
Between January and August, 1939, it accumulated 
$45,000,000. On the outbreak of war the Treasury 
requested the company to stop all purchases of leaf; 
and it had in hand $25,755,000. On September 30, 
1939, under the Defence (Finance) Regulations, 1939, 
the company was required to sell its holding to the 
Treasury. There was a large difference between the cost 
to the company and the price at which the holding 
was sold to the Treasury ; and the question was whether 
this profit was taxable. The Special Commissioners had 
held that it was and Macnaghten, J., upheld their 
decision. ' 

He said that the cost of the dollars bought to pay for 
leaf to be used by the company was obviously a trade 
expense ; and if the company bought more than actually 
required the price received on the sale of surplus should 
be credited in the accounts of the trade, with the result 
that any loss would decrease the profits and any profit 
increase them. Authority was to be found for this in 
Lord Cave’s judgment in C.I.R. v. Newcastle Breweries, 
Lid. (1927, 43 T.L.R. 476, 12 T.C. 927). The company 
had contended that, although purchased for its trade, 
the dollars ought to be regarded as having been pur- 
chased as a temporary investment in foreign currency, 
and as having, therefore, no connection with its trade. 
Reliance was placed on McKinlay v. H. J. Jenkins & 
Sons, Lid. (1926, 10 T.C. 372). In that case a company 
had bought Italian lire for the purposes of a contract 
requiring Italian marble, sold them shortly afterwards 
at a profit and then, when the time came, bought fresh 
lire for the original purpose—three changes of currency 
instead of one. And, as the price paid for the lire 
actually used in paying for the marble bought was 
necessarily included in the computation of profit, the 

rice of the first lot of lire could not also be included. 
wiatt, J., had, therefore, held that the first purchase 
was a speculation unconnected with the company’s 
business. In a later case, C.I.R. v. George Thompson 
& Co., Lid. (1927, 12 T.C. 1091), Rowlatt, J., explained 
his decision in Jenkins and said that a trader who over- 
buys consumable stores and disposes of the surplus at a 
profit has to account for it as profit of his business. 

In the present writer’s opinion, the decision in the 
Jenkins case was of very doubtful validity as an inter- 
pretation of the factual position. So far from the 
initial purchase of lire being a speculation, it would 
seem to have been intended as a “ hedge” against the 
possibility of the cost of the marble needed for the 
contract rising owing to appreciation of the Italian 
currency, and so upsetting the basis upon which the 
contract had been entered into. The Newcastle 
Breweries case decided that where profit arises from the 
compulsory sale of goods bought for the purposes of a 
business it is not different in principle from profits 
arising in the ordinary course; and, this being so, 
profit arising out of purchases and a subsequent com- 
pulsory sale of ‘ consumable stores '’ would seem to be 
equally taxable. 
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FINANCE 


The Budget 

From the market point of view, the Budget was very 
satisfactory. New taxation has been imposed in the 
direction which was expected, but not to the extent that 
had been feared. Beforehand, brewery and tobacco 
shares hardly reflected much lack of confidence in the 
future, and when the worst was known, prices improved. 
Last year the additional duties were twice as stiff as 
on this occasion, and with the national income still on 
the up-grade, there is no doubt that the new imposts 
can be on to the consumer without difficulty. 
For the rest, market interest in what was classed as a 
mild, not to say uninteresting, Budget, was confined to 
two points. It was noted that the Chancellor expects 
overseas disinvestment to remain in the neighbourhood 
of £600 million during the current year. Much of this 
will doubtless be represented by the accumulation of 
Indian sterling balances, and the question is whether it 
portends further requisitioning. In the case of Govern- 
ment and Government-guaranteed securities, there is 
practically nothing left, but there are other British 
investments in public utilities and commercial enter- 
prises: The second point was the further measure of 
E.P.T. relief promised by the Chancellor in the case of 
metal and oil companies, where there has been a depar- 
ture from normal practice in order to accelerate produc- 
tion resulting in a lowering of costs. The shares of some 
companies presumably affected by this concession 
responded slightly, but obviously judgment must await 
the publication of fuller details in the Finance Bill— 
particularly as the previous wasting assets concession 
hardly proved adequate. Sir Kingsley Wood also dealt 
cursorily with E.P.T. arrangements to meet post-war 
declines in value. It is at least welcome to know that 
these matters are receiving Treasury consideration. 
“‘ Keynes ’’ and ‘‘ White ’’ Plans 

Both the British and the American plans for post-war 
exchange have now been published. At the moment 
they are no more than a basis for discussion between the 
Allied Governments, but the implications for the City 
and its markets, were either of them to be adopted, are 
naturally being studied closely. As far as the foreign 
exchange market is concerned, neither plan rules out 
free dealings. The American plan, indeed, calls for the 
resumption of a free exchange market for normal com- 
mercial transactions at the earliest possible moment. 
Both plans have been hailed as favourable for the gold 
producer, and have consequently been responsible for 
a considerable amount of activity in gold-mining shares. 
The American plan advocates a stabilisation fund, whose 
resources will consist largely of gold, while the British 
Clearing Union would permit member nations to obtain 
“bancor ’’ credits by paying in gold. The maintenance 
of a post-war function for gold at least seems to be 
assured. The next question for the producer is its price. 
The other section of the Stock Exchange which has been 
affected by the two plans is the gilt-edged market. 
Under either scheme it should be easier to insulate 
money rates in one centre from those in another than it 
was before the war, but it will not be so easy as it has 
been during the war. Consequently the City is not so 
confident as Sir Kingsley Wood about the practicability 
of reconciling the indefinite maintenance of “ cheap ”’ 
money with international exchange collaboration. 


Railway Revenue 


The net revenue of the railway pool was {24 million 
higher last year at {89.1 million, according to the White 
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Paper estimates published last month. With the rail- 
ways’ share fixed at the rental figure of £43.5 million, 
the ‘‘ profit ’’ for the Exchequer rose from {21.7 million 
to {45.6 million. This substantial improvement, from 
the Government’s point of view, was the outcome of a 
large expansion in receipts, coupled with a better 
operating ratio. Stockholders, of course, have no direct 
interest in the matter, and since the net revenue figure 
was in line with expectations, its immediate effect on 
stock prices was small. It has, however, provoked 
renewed pleas for a revision of the present agreement 
between the Government and the railways. The question 
whether this claim is justified is rather academic, be- 
cause in practice it is improbable that the Government 
would give it serious consideration. Admittedly the 
present situation is galling for stockholders after the long 
disappointment of their hopes. But would they have 
fared any better if there had been no agreement, and 
the railways had been subject to E.P.T.? The original 
control agreement would doubtless have suited them 
better, but this could hardly have been allowed to 
continue. Current revenue is entirely the product of 
war-time conditions. Under the existing agreement, the 
railways at least have a guaranteed rental for a year 
after the close of hostilities. Circumstances might arise 
in which stockholders would be thankful for this. 


Short Bros. and General Aircraft 


The circumstances in which the shares of Short 
Brothers (Rochester and Bedford) have been vested in 
the Minister of Aircraft Production have naturally 
aroused a considerable amount of public interest. More- 
over, the appointment of an authorised controller to 
General Aircraft not long after showed that the case of 
Short Brothers was not the only instance of trouble in 
the industry. The Government have stated that the 
output of the company was considerably below that of 
comparable concerns, and the public must accept the 
assurance that the national interest required the assump- 
tion of complete control. What has been criticised has 
been the vesting of the shares. The Government say 
that complete control could not be gained otherwise, 
although it might have been thought that the appoint- 
ment of an authorised controller would be enough. In 
the circumstances the onus is surely on the Government 
to show that such drastic action was needed—if only to 
scotch the story that it is taking advantage of the times 
to embark on a policy of nationalisation. Meanwhile, 
no assurance has been given that the shares will be 
restored to their original owners after the war, and 
shareholders’ immediate interest is confined to the price 
which will be paid for their holdings. This is to be the 
subject of an early Treasury decision. 


Ceylon Amalgamated 

An interesting situation has arisen out of the pro 
of Ceylon Amalgamated Tea and Rubber Estates to 
redeem a proportion of its debenture stock, and to reduce 
the interest payable on the remainder and extend the 
final date of redemption. Stockholders were invited, 
by means of two-way proxies, to express their opinion 
on the matter, and the result was that the plan was 
defeated, on proxies. At the meeting, however, the plan 
was carried unanimously, and since there was no demand 
for a poll, the chairman declared the resolution carried. 
The upshot was that the Second Consolidated Trust 
brought a motion to restrain the company from acting 
on the resolution. An undertaking has been given not 
to proceed on the resolution until the trial of the action. 
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Points from Published Accounts 


Imperial Tobacco 

An improved form of accounts, which introduces 
comparative figures for the previous year, has been 
adopted by Imperial Tobacco, a matter of no little 
interest since this combine has an issued capital of over, 
£50,000,000 and a balance sheet total of more than 
£117,000,000. The assets now stand appropriately 
grouped: goodwill, patent rights and trade marks of 
£9,272,582 are added to land, buildings, plant and 
machinery to make a total of {14,123,982 ; interests in 
subsidiaries are bracketed with those ‘in associated 


‘companies, making £16,743, 169 all told ; and the current 


assets are shown to aggregate /86,258,223. On the 
liabilities side the general reserve, and the profit and 
loss balance as determined after providing for final 
dividends and bonus, have a combined total of 
£11,201,032, which, it may be noted, is well in excess 
of the value set upon the intangible assets. Incidentally, 
there is a reserve of an undisclosed amount concealed in 
the item “investments in subsidiary and associated 
companies,’ for a balance sheet note states that “in 
the aggregate the value of the above investments is 
largely in excess of the book figure.’’ It happens that 
interest in these accounts is by no means confined to 
the changes in the method of presenting the figures: 
the figures themselves have undergone major changes 
on the year. Thus, stock stands £15,341,000 higher at 
£43,869,197 and debtors have risen by {7,642,000 to 
£29,976,761. As, in addition, £7,000,000 formerly held 
in the shape of general investments has been put into 
Tax Reserve Certificates, there has been a decline 
from {15,303,582 to £5,412,265 in cash and general 
investments, and a bank loan of {7,500,000 now makes 
its appearance. These movements are primarily 
attributable to a Government request that the company 
should carry more manufactured stock, which has had 
to bear Tobacco Duty at a much higher rate than that 
normally in force. There is, unfortunately, nothing to 
show whether the additional stocks are being carried at 
full risk, in which case changes in Budget policy might 
have important reactions, or whether the authorities 
have given a guarantee against any eventual loss on 
realisation. The transformation in the cash position 
would have been even more noteworthy had not the 
time lag between earning profits and paying taxation 
thereon brought about an increase from {30,362,592 
to £41,089,490 in creditors. This omnibus item includes 
tax provision, pension fund, contingencies reserve and 
insurance accounts. In the process of recasting the 
form of the accounts it might well have been divided 


into its component parts. 


Hazlewoods (Proprietary) 

The first accounts of Hazlewoods (Proprietary) to 
be issued since the company was brought into existence 
in the early part of 1942 have been drawn up in elaborate 
form. There is a consolidated balance sheet displaying 
in separate columns the assets and liabilities of the parent 
company itself, of each of the three operating sub- 
sidiaries, and of the group as a whole. A consolidated 

fit and loss account has been prepared on 

es, and it is the group figures that have been made 
the basis of the directors’ report. Maiden accounts are 
a rare occurrence in these days of capital issues control. 


These, while marking a great improvement on the 


common form, are nevertheless open to a perennial 
criticism: that the profit figures cannot be compared 
precisely with the record of the earnings-of the business 
given in the statement circulated when the shares were 
introduced. Unless they have been designed to give 
continuity of comparison, maiden accounts are really 
of only limited value to the investor intent upon dis- 
covering to what extent initial expectations have been 
confirmed by the first period’s trading experience. 


“IN PRACTICE” 


It is hoped to publish each month, under the general 
heading In Practice, a short note on some aspect of the 
routine work of a practising accountant’s office. 

‘The notes are being contributed through the Incor- 
porated Accountants’ Research Committee. Readers 
are invited to send to the Secretary of the Society of 
Incorporated Accountants, for consideration by the 
Committee, notes on specific points likely to be helpful 
to practitioners. 

We commence the new series with a contribution by a 
member of the Research Committee. 


Principal’s Supervision 

If a principal is to supervise effectively the work 
passing through his hands it is a good plan for him to 
maintain personally a loose leaf notebook in which to 
record quite simply all the jobs for which he is respons- 
ible, under some convenient classification. Experience 
suggests that it is better to detail each job forming the 
subject of a separate time account and a separate bill. 
For example, there may be three jobs under one client, 
viz., accounts, taxation and special work. As each job 
is concluded and billed it should be struck out and an 
immediate note made of the next job from the same 
source; for example, “‘taxation 1941-42,” when com- 
pleted, would be struck out and immediately replaced 
by “taxation 1942-43.”" All new jobs would be noted 
immediately they entered the office. 

If maintained in this way the principal’s notebook can 
give him an important survey of the outstanding, 
current, and oncoming work for which he is responsible. 
It will also give him a check on those jobs which are 
delayed and it will enable him to arrange his oncoming 
work to the best advantage. 

It is a useful practice to make a monthly review: of 
current work and to minute senior clerks on those jobs 
which appear to be unreasonably delayed. ' 


Under the control of Paper (No. 48) Order (S.R. & 
O., 1942, No. 1,817), the distribution of certain types 
of advertising matter is prohibited unless a prior charge 
of not less than 1d. is made. Many firms which were 
in the habit of distributing free advertising matter, e.g., 
diaries and calendars, falling within the schedule to the 
Location of Retail Businesses Order, may now require 


a licence under that Order before they may sel/ them. 
al Licence 


In order to save time and paper, a General Li 

(S.R. & O., 1943, No. 424), has been issued which permits 
firms to sell such articles at a price not exceeding 1d. 
without the necessity of applying for an individual 
licence, provided that they distributed them free during 
the period Ist September, 1939 to 3ist August, 1940. 
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Law -Books, etc. Seventh edition. By R. H. 
Stevens. (Stevens & Sons, Ltd., London. Price 
2s. 6d. net). 


To the making of law books there is no end, but 
anyone who proposes to make original research will 
find difficulty in selecting even a minute territory which 
has not been fairly well explored. Not only the prac- 
tising lawyer, but all who have occasion to consult 
legal textbooks, will welcome the 1943 edition of this 
little guide, which has added to its scope and utility 
ever since it was first published in 1908.' Care has been 
taken to include all current law books of importance, 
and a number of American works are mentioned. There 
are two main sections, (1) Subjects, and (2) Authors. 
Each is alphabetically arranged ; under (1) the leading 
authorities are asterisked, and under (2) are given the 
latest edition and price of each work. In addition 
there are lists of legal periodicals and law reports and 
of the customary abbreviations used for citing the 
principal English law reports. 


Commodity Control. By J. Bray Freeman, Barrister- 
at-Law, and N. Howarth Hignett, Solicitor. (Butter- 
worth & Co. (Publishers), Ltd., London. Price 
15s. net.) ‘ 

War-time legislation is a sore burden to industry and 
to the legal and accountancy professions. There is so 
much of it (in 1942 there were 2,673 S. R. & O.s), the 
terminology is so mixed (the trader cannot understand 
the legal phraseology and the lawyer finds trouble with 
the trade terms), and amendments are so frequent and 
so obscure. Because obscure law is bad law, bringing 
the whole legal system into disrepute, reforms are 
urgently needed. Some of these reforms are in the 
hands of the Government Departments concerned, par- 
ticularly the Board of Trade. It is, for example, 
desirable that every complex S. R. & O. should be accom- 
panied by a simple explanatory statement, that con- 
solidation should proceed rapidly (on the lines of the 
Related Schedules issued last month for sections of the 
clothing industries) and that press notices should be 
written with special care and verve. The burden can 
also be eased by properly-indexed reference books, of 
which Messrs. Freeman and Hignett’s exposition is an 
excellent example. Here are to be found summaries of 
all emergency legislation controlling commodities (other 
than food) up to March, 1943, classified under such 
headings as the control of employment, concentration of 
production, limitation of supplies and price control. The 
method of treatment is to present a narrative exposition 
of the emergency provisions instead of merely printing 
those provisions with annotations. There are compre- 
hensive appendices summarising all the Orders and 
Regulations (arranged alphabetically under commodi- 
ties) and a pocket at the end for future supplements. 


Shaw’s Farmers’ Analysis Cash Book. (Shaw & 
Sons, Ltd., London. Price 15s. net (25 leaves) ; 
27s. 6d. net (50 leaves). 

This cash book and the accompanying instructions 
have been designed by an Incorporated Accountant with 
Many years’ experience of farm accounts. On the 
receipts side, columns are provided for milk, produce and 
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Where to Look for Your Law : a Guide to Current, 


live stock receipts ; on the expenditure side, expenditure 
is analysed under eight well-chosen headings, with 
additional columns for bankings, drawings and capital 
expenditure. The instructions, which are clear and 
simply written, presuppose that the farmer will retain a 
professional accountant to prepare the final accounts. 
It is suggested that the farmer should also keep a pocket 
cash diary, a wages book and a list of opening assets and 
liabilities. 


Balance Sheet Values : The Limitations of Indus- 
trial Accounting. By P. D. Leake, F.C.A. Third 
edition. (Gee & Co. (Publishers), Ltd., London. 
Price 6s. net.) 

The real capital of an enterprise consists of tangible 
things, and they should be valued from the outset on 
definite principles uninfluenced by prospective super 
profit-earning capacity. The Companies Acts should 
require thé maintenance of a register of material wasting 
assets showing their unexpired value to a going concern 
after depreciation—generally by the straight line method. 
Stock-in-trade, in the absence of deterioration, should 
be valued at cost. A comparison of the totals of the 
aaa and closing material assets less liabilities would _ 

ow the true profit or loss for an accounting period, 
and the accumulated surplus or deficit so ascertained 
should be required by law to be shown on the balance 
sheet. The fixed and irredeemable share capital should 
be limited to the real assets acquired and the Companies 

Acts should provide that the consideration for the non- 

material property, goodwill, representing the premium 

paid for the prospect of future super profits which through 

competition cannot be permanent, should be raised by a 

premium on the shares of fixed amount or the issue of 

shares of no par value. 

The exposition of these views is clear and definite. 

Goodwill is visualised in explanatory tables as a fixed 
annuity for a period of years to be written off by a 
sinking fund which, if invested inside the business, 
would result in increasing debits to profit and loss 
account, If it can be treated mathematically it might 
be truer to regard goodwill as the valuation of a series of 
reducing annual advantages and depreciation 
portionately calculated. It is surprising to find that, 
while expenditure paid in advance, including pre- 
imi expenses and advertising, is admitted as part 
of real capital, leaseholds are included with goodwill 
under the heading ‘‘ Non-Material Property. (Not real 
capital).”’ ‘ 

‘All a will find stimulus in this refreshing re- 
examination of some important first principles. 


Book-keeping and Accountancy for Private Com- 
panies. By O. J. West, F.C.A., F.C.1.S. Second 
edition. (Jordan & Sons, Ltd., London. Price 
7s. 6d. net.) 

This is a practical guide to the subject of book-keeping 
and accountancy in order to meet the requirements of 
business men, secretaries and accountants responsible 
for the formation of private limited companies, and is 
intended to enable them to carry out the statutory 
duty of preparing the accounts for presentation to the 
auditors. The book covers the traditional ground in‘a 
painstaking manner, and should provide well-deserved 
assistance to those for whom it has been written. 
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=— Legal Notes 


’ COMPANY LAW 

ies Act, 1929, Section 61—Objection of holder of 
15 per cent. of issued shares—Dismissal where 
petitioner not the holder of sufficient shares. 

Re Suburban and Provincial Stores Limited (1943, 
1 All E.R. 297 and 342) arose out of Section 61 of the 
Companies Act, which provides that where the rights 
attached to any class of shares are at any time varied, the 
holders of not less than 15 per cent. of the issued shares in 
that class, who had not consented to the variation, may 
apply to the Court to have the variation cancelled. The 
application must be made within seven days after the date 
on which the consent was given or the resolution passed, 
and may be made on behalf of the shareholders entitled 
by such one or more as they may appoint in writing for 
the purpose. On such application the Court may, if 
satisfied in all the circumstances, that the variation 
would unfairly prejudice shareholders of the class 

ted by the applicant, disallow the variation. 
The Court’s decision to vary or confirm is final. 

In the present application the facts were: By a reso- 
lution passed at a meeting of ordinary stockholders, 
their rights were varied by converting the £3,000,000 
7 per cent. ordinary stock into 3 per cent. cumulative 
preference stock. A stockholder, who had not voted 
for the variation, petitioned under Section 61, asking 
that the variation should be cancelled as being preju- 
dicial to ordinary stockholders. It was admitted that 
he did not own 15 per cent. of the ordinary stock or 
represent 15 per cent. of the ordinary stockhoiders as 
required by the section. He alleged that within the 
seven days allowed it had not been possible to obtain 
the necessary authority, but that it would be obtained 


without delay. Bennett, J., ordered the petition to be 


struck out and removed from the file of the Court. The 
petition was an abuse of the process of the Court. To 
allow such a petition to remain on the file must hamper 
the legitimate business of the company. Commenting 
on the unusual nature of the petition, Bennett, J., said 
that though he had been dealing with Company matters 
in the Court since November, 1929, that was his first 
experience of a petition presented under Section 61. The 
Court of Appeal affirmed this decision. 


EMERGENCY LEGISLATION 


Companies Act, 1929, Section 169—Managing Director's 
contract of service determined by receiver. 


In Re Gregory and Company (Bruton Street) Limited 
(59 T.L.R., 169), Bennett, J., discharged an order of 
the Registrar, which had given leave to X to serve a 
demand on the company under Section 169 of the Com- 
panies Act, requiring the company to pay him £250 
as salary due under a contract. 

By a written contract dated December 1936, between 
the company and X, X was appointed managing director 
for seven years at a salary of {900 a year. Table A 
regulations applied, so that if he ceased to be a director, 
his appointment was to determine ipso facto; likewise, 
if the company in general meeting determined his tenure 
of office. In December 1941 the debenture holders 
obtained power to exercise any remedy available to 
them by appointment of a receiver. The debenture 
gave the holders power to appoint any person to be a 
receiver and manager and to 
business. In September 1942, the debenture holders 
appointed Y receiver and er, and Y thereupon 
informed X that he could not look to Y for employment 


on the company’s . 


-or remuneration. X then claimed to be a creditor of 


the company and applied to the Registrar under the 
Courts (Emergency Powers) Act, 1939, for leave to 
serve a demand for salary under Section 169 of the 
Companies Act. The Registrar granted the application. 
Bennett, J., said he was satisfied that in September, 
1942, Y purported to terminate X’s contract. X had 
not filed evidence to contravene the suggestion that 
his contract was determined, and therefore it was not 
possible for X to have been a creditor of the company 
for salary after September 1942. Therefore Bennett, J. 
refused leave to take a step preliminary to presenting a 
petition to wind up the company. 


Mortgage—Appointment of new receiver to succeed de- 
ceased veceiver—leave under Courts (Emergency 
Powers) Act necessary. 

In Re White’s Mortgage, Public Trustee v. White 
(1943, 1 All E.R., 399), Uthwatt, J. decided that where 
mortgagees appoint a new receiver on the death of the 
original receiver in order to keep the office continuous, 
no leave is n under the Courts (Emergency 
Powers) Act, 1939. But where, as here, the interval 
of time between the death of the original receiver and 
the appointment of his successor is so great that the 
appointment is virtually a new transaction, leave is 
required. In August 1939, the mortgagees appointed 
a receiver under Section 109 of the Law of Property 
Act, 1925, Section 109. The receiver died in June 1941. 
In August 1942, the mortgagees desired to appoint 
a new receiver. Section 109(5) of the Law of Property 
Act, 1925, provides that the receiver may be removed 
and a new receiver may be appointed from time to 
time by the mortgagee by writing under his hand. 
It is established that, if a receiver appointed under the 
Act dies, the mortgagee can appoint a new receiver 
to act in the office created by the original appointment. 
But under the Courts (Emergency Powers) Act, 1939, 
a person is not entitled, save with leave of the Court, 
to proceed to exercise any remedy which is available 
to him by way of the appointment of a receiver of any 
property. Uthwatt, J. decided that the appointment 
of a receiver through the death of the receiver appointed 
before the Emergency Powers Act was not an exercise 
of a remedy available by way of the appointment of 
a receiver. In an ordinary case, he said, the circum- 
stance to be taken into account by reason of the death 
of the receiver was not whether the events had happened 
which justified the appointment of a new receiver, but 
whether the status quo should be maintained. In the 
normal case the mortgagee would be merely filling in 
the machinery necessary to preserve the remedy which 
he had already exercised. But in this case, with a lapse 
of over a year from the death of the original receiver, 
there was not merely a continuation of the old trans- 
action, but the entering into a new one. Leave was 


therefore necessary. 


EXECUTORSHIP LAW AND TRUSTS 


Agreement for debt to be first charge on estate—Inoperative 
where estate insolvent. 


In Re Rothermere (1943, 1 All E.R., 307), the testator, 
in order to compensate the applicant for abandoning 
a journalistic career, had entered into an agreement 
in May 1940, that he would pay the applicant £12,000 
in addition to any salary, such sum to be paid within 
10 years of the agreement ; and in clause 4' thereof it 
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was providéd that in the event of his dying before 
such payment, that sum should become immediately 
due and “ constitute a first charge on the estate” of 
the testator. The question before the Court was the 
construction of Clause 4. Uthwatt, J. held that: 
(1) where a phrase in an instrument is capable of two 
constructions one of which would involve capricious 
action by a party to the instrument, the Court will 
adopt the construction which avoids the anomalies. 
It was inconceivable that the testator wished to charge 
every asset of his estate with the payment, and therefore 
the clause meant only that payment was to be made 
in priority to all other debts. (2) Such a direction 
was inoperative as the law provided the order in which 
debts should be paid. On the proper construction of 
the. deed, therefore, the applicant was only entitled 
to be admitted.as an unsecured creditor to the testator’s 
estate for the sum of £12,000 and such interest as the 
law: allowed. The first essential in administering an 
estate is that the administrator or executor shall be 
able to convert the assets into money in order to pay 
debts, duties, etc. ‘ 


The Emergency 


In our November, 1939, issue we published the first 
instalment of a comprehensive guide to the wartime enact- 
ments and Orders which most concern the accountant. The 
fortieth instalment is given below. The summaries are not 
intended to be exhaustive, but only to give the main content 
of an Act or Order, the full text of which should be consulted 


tf details are required. 
ACTS 


War Damage (Amendment) Act, 1943. 

Prices current on March 31, 1939, are to be the criterion 
in determining whether war-damaged property is to be 
regarded as a total loss or as capable of repair for the 
purpose of deciding whether a value payment or a cost 
of works payment is appropriate. Minor amendments 
are made in the provisions relating to rent-charges. 

(See Accountancy, February, 1943, page 97, and 
this issue, page 141.) 


ORDERS 


LIMITATION OF SUPPLIES 
No. 501. Direction under the Limitation of Supplies 
(Miscellaneous) (No. 16) Order, 1942, in respect of 
Information and Returns. 

Persons whose names were included in the Home Trade 
Register on January 31, 1943, must make a return 
(form Misc. 15) by June 6, 1943, of the value of controlled 
goods supplied during the standard period and during 
the restriction period August 1, 1942, to January 31, 
1943. Small manufacturers who have given notice under 
Article 3 (68) of the Order are excepted, but will be 
individually directed to complete a separate form of 
return. 

(See Accountancy, December, 1942, page 57.) 


MANUFACTURE AND SUPPLY | 
No. 278. Apparel and Textiles (No. 4) Order, 1943. 
New definitions are given of ‘“‘ manufacture’’ and 
“manufacture on commission,’ and the status in this 
t of parties to a concentration arrangement is 
defined. The provisions relating to utility cloth are 
re-drafted. Other amendments relate to bolting cloth, 
knitted headwear, and fur apparel. 
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ata INSOLVENCY : 
Bankruptcy—Property available for distribution—Future 
earnings charged by deed of arrangement before 
bankruptcy. 

In Re De Marney, Official Receiver v. Solomon (1943, 

1 All E.R. 275,) there was a motion by the trustee in 
bankruptcy asking for a declaration that the bankrupt 
was not entitled to pay his earnings to the trustee of a 
deed of arrangement pursuant to the terms of that 
deed, but that such earnings were payable to the trustee 
in bankruptcy pursuant to the Bankruptcy Act, 1914, 
Section 38. By a deed of arrangement made in 1940, 
and before his adjudication, the bankrupt agreed to 
pay the trustee of that deed half of all his earnings as 
an actor or otherwise less income tax at the current 
rate at the time of payment. In 1942 the bankrupt 
was adjudicated bankrupt. The question before Farwell, 
J., was whether the trustee in bankruptcy was entitled 
to the bankrupt’s earnings after the date of the adjudi- 
cation. It was held that no distinction could be drawn 
between such future earnings and the future profits of 
a company, and accordingly the trustee in bankruptcy 


was entitled to receive the earnings 


Acts and Orders 


No. 470.. General Apparel and Cloth (Maximum Prices 

' and Charges) Order, 1943. 

An increased retail mark up is allowed for shirts and 
collars and boys’ blouses. Retailers’ charges for alter- 
ations are controlled for a period of three months from 
date of purchase. Provision is made for ‘‘ rounding” 
wholesalers’ prices. Composite businesses are allowed 
an additional margin where at least ten retail branches 
are supplied from one wholesale branch warehouse. 

(See Accountancy, March, 1943, page 115.) 


TRADING WITH THE ENEMY 

No. 359. Trading with the Enemy (Specified Areas) 
Revocation Order, 1943. 

No. 360. Trading with the Enemy (French Somaliland, 
Reunion, and Dependencies of Madagascar) Order, 
1943. 

Trading is permitted with residents in French Somali- 
land, Reunion, and the dependencies of Madagascar. 
Nos. 216, 285, 464. Trading with the Enemy (Specified 

Persons) (Amendment) Orders, 1943, Nos. 3, 4, 5. 

No. 216 gives a consolidated list of persons with whom 
dealings are prohibited. This is amended by Nos. 285 
and 464. ; 

(See AccounTANcyY, March, 1943, page 115.) 


WAR DAMAGE 


No. 287. War Damage (Business Scheme) (No. 11) 
Order, 1943. 

Business scheme policies are to be issued for the six 
months beginning April 1, 1943, at a premium of } per 
cent., with a minimum of 5s. Laid-up sea-going ships 
may be insured for three months. 

(See Accountancy, December, 1942, page 57.) 

No. 404. War Damage (Private Chattels Scheme) (No. 4) 
Order, 1943. 

From March 18, 1943, the premium under the private 
chattels scheme is to be at the rate of 4 per cent. per 
annum for the first £2,000, # per cent. for the next 
£1,000, and 1 per cent. for the next £7,000 of the sum 
insured. The minimum premium is 10s. 

(See Accountancy, January, 1942, page 70.) 
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Society Of Incorporated Accountants 


COUNCIL MEETING 


THURSDAY, APRIL 8, 1943 

Present: Mr. Richard A. Witty (President) in the chair, 
Mr. Fred Woolley (Vice-President), Mr. F. J. Alban, Mr. A. 
Stuart Allen, Mr. R. Wilson Bartlett, Mr. R. M. Branson, 
Mr. J. Paterson Brodie, Mr. W. Allison Davies, Mr. E. 
Cassleton Elliott, Mr. M. J. Faulks, Mr. Alexander Hannah, 
Mr. C. A. G. Hewson, Sir Thomas Keens, Mr. Henry Morgan, 
Mr. Bertram Nelson, Mr. James Paterson, Mr. T. Harold 
Platts, Mr. R. E. Starkie, Mr. Joseph Stephenson, Mr. Percy 
Toothill, Mr. Joseph Turner, and Mr. A. A. Garrett (Secretary). 

The President welcomed to the Council Mr. C. A. G. 
Hewson, Fellow, who took his seat for the first time. Mr. 
Hewson was appointed to serve on the Examination and 
Membership Committee. 

Str JAMES MARTIN MEMORIAL EXHIBITION 

The Council awarded the Sir James Martin Memorial 
Exhibition in respect of the December, 1942 Intermediate 
Examination to Mr. Edward Herbert Burgess, Articled 
Clerk to Mr. C. W. Wildy, F.S.A.A., Messrs. Allen, Baldry, 
Holman & Best, London. 


ANNUAL REPORT AND ACCOUNTS 
The Council approved the Annual Report and Accounts 
for issue to the members early in May. 


Mis-UsE oF DESIGNATION INCORPORATED ACCOUNTANT 

The Secretary reported recent cases where persons not 
members of the Society had used the designation Incorporated 
Accountant, and that appropriate action had been taken. 


EXAMINATIONS IN PRISONER OF WAR CAMPS 
It was reported that an Examination of the Society had 
been held in one of the Prisoner of War Camps, and it was 
to make arrangements for further sittings to be 
in these camps where there might be eligible candidates 


EXAMINATIONS 


Candidates for the July Examinations of the Society are 
‘reminded that completed applications must be received at 
Incorporated Accountants’ Hall not later than Thursday, 
May 27. The examinations will be held on July 28, 29 and 30, 
1943, at Taunton, Southport, Glasgow, Dublin, and Belfast. 


SCOTTISH BRANCH 


A meeting of the Council of the Scottish Branch was 

held in Glasgow on March 26, Mr. Robert T. Dunlop, 

ident, in the chair. After the annual meeting, Mr. R. T. 

nlop, Glasgow, was re-elected president and Mr. D. R. 

Matheson, LL.B., and Mr. Walter MacGregor, J.P., Edin- 

burgh, and Mr. P. G. S. Ritchie, Glasgow, were re-elected 
vice-presidents of the branch. 

' Annual Meeting 

The sixty-third annual meeting of the Scottish Institute of 
Accountants, the Scottish Branch of the Society, was held in 
Glasgow on March 26. ’ 

Mr. Robert T. Dunlop, F.S.A.A., ident, referred to the 
difficulties with which accountants to contend owing to 
war conditions. The number of candidates who sat the 
Society’s examinations was the smallest for many years. 
With greatly depleted staffs, in many cases augmented by 
part-time clerks with little or no experience, to which must be 
added the complications of taxation, the work of professional 
accountants had become increasingly difficult, a situation 
which did not seem sometimes to be taken into account by 
clients and officials. Mr. D. R. Matheson, LL.B., in seconding 
the adoption of the Report, referred to the work of the 
Scottish Deferment Committee. The Report was agreed to. 

The retiring members of Council were re-elected, and the 
co-option of 
The retiring auditors, Mr. James A. Mowat, F.S.A.A., and Mr. 
John S. Gavin, Junr., F.S.A.A., were also re-elected. 


Annual Report 
The number of members is practically unaltered. 
The Advisory Committee for dealing with applications for 


. J. D. Imrie, C.B.E., J].P., was confirmed. . 


deferment in Scotland met alternately in Glasgow and 
Edinburgh. It considered a large number of applications and 


made reports to members on questions relating tothe calling- . 


up of men and women. The Scottish Branch is represented 
by Mr. Robert T. Dunlop and Mr. D. R. Matheson, LL.B., 
with Mr. James Paterson as alternate in the absence of either. 


PERSONAL NOTES 


The Government of India has appointed Mr. G. Basu, 
F.S.A.A., and Mr. M. D. Darbari, F.S.A.A., members of the 
Advisory Panel of Accountants, Department of Supply 
Finance. Mr. G. Basu has also been appointed a member of 
the Board of Referees under the Excess Profits Tax Act ; the 
Indian Accountancy Board ; and the War Risks Claims Com- 
mittee of the Commerce Department, Central Government. 

The late Lord Luke was Chairman of the British National 
Committee of the International Chamber of Commerce during 
twelve years of exceptional difficulty. His regretted death has 
left the office vacant, and pending the election of a permanent 
Chairman, the duties of chairman ad interim will be discharged 
by Sir Alan Anderson, G.B.E., the senior Deputy Chairman. 

Mr. R. C. Greening, Incorporated Accountant, has. been 
admitted into partnership by the firm of Messrs. Fitzwilliams 
& Co., Eagle House, 90, Cannon Street, London, E.C. The 
firm name will be unchanged. 


OBITUARY 


THE RIGHT REV. NEVILLE TALBOT 


The death of the Right Rev. Neville Talbot, M.C., D.D., 
Assistant Bishop of Southwell, and Vicar of St. Mary’s, 
Nottingham, has removed from the life of Nottingham an 
outstanding personality who enjoyed universal friendship and 
regard. He was personally known to many of the members 
of the Nottingham District Society of Incorporated Account- 
ants, and members from different parts of the country who 
were present at the Nottingham Conference in 1939 will 
remember him as one of the principal guests of the Society on 
that occasion. His robust figure, and his equally robust mind, 
gave him a large measure of influence in the varied offices he 
had held during his career. He is remembered as a Chaplain 
to the Forces in the last War, and as one of the founders of 
Toc H, and whether at the Front, or later at Balliol College, 
Oxford, as Bishop of Pretoria, or as Assistant Bish: of 
Southwell, his qualities instinctively won the esteem of a 
circle of friends. 

JOHN EVANS 

His friends among Internationals will have heard with 
much regret that Captain John Evans, who in 1934 was 
Captain of the Welsh International rugger fifteen, was recently 
killed in action when he was serving with a Paratroop Bat- 
talion in the Middle East. At one time Captain Evans was 
articled to Colonel R. C. L. Thomas, F.S.A.A., Newport, Mon., 
He remained with Messrs. Walter Hunter, Bartlett, Thomas 
& Co., for some years, but he then left the accoun pro- 
fession and took up a business appointment in West Africa. 
On the outbreak of war his patriotic instincts moved him to 
return to England to join His Majesty’s Forces. Rugby 
football had always been a great fascination to Captain Evans. 
He was a distinguished player when at school, and eventually 
captained the Welsh fifteen against England in 1934. 

ALFRED WALTON 

We regret to record the death, on March 18, of Mr. Alfred 
Walton, F.C.A., F.S.A.A., senior in Messrs. John 
Gordon, Walton & Co., Leeds. Mr. Walton became a member 
of the Society of ted Accountants in 1895, after being 
awarded the First Certificate of Merit in the Final Examina- 
tion, and a member of the Institute of Chartered Accountants 
in 1912. He was admitted to partnership in Messrs. John 
Gordon & Co. in 1913, after many years in the service of the 
firm. He was President of the Incorporated Accountants’ 
District Society of Yorkshire for the year 1926-27, and Hon- 
orary Treasurer from 1931 to 1942. Members of the pro- 
fession in Leeds held him in considerable esteem. The funeral 
service took place on March 22 at the Methodist Church, 
Roundhay, Leeds. 
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